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PREFACE 


Europe in 1936 was restless and fearful. In open defiance of the 
League of Nations, Italian troops conquered Ethiopia; in violation of 
the Versailles Treaty and the Locarno Pact, German soldiers garri- 
soned the Rhineland. And increasing the tensions of jittery Europe, 
there was civil war in Spain. Europe had become accustomed to 
Iberian upheavals, but this conflict was different. It was more than a 
mere contest for power between Spanish factions, and it was destined 
to produce far greater repercussions than its initial participants could 
realize. For the war in Spain early became an international struggle, 
evoking sympathies and fears from all quarters of the globe; it was 
fought not only by Spaniards but by men and matériel from the nations 
of Western Europe, from Soviet Russia, and even from distant 
America. 

Spaniards alone did not settle the issues of conflict; they alone did 
not determine whether in the future they would be citizens of a repub- 
lic under a Popular Front government or of an authoritarian state 
under the Fascist Caudillo, General Francisco Franco. Other nations 
saw in the Spanish Civil War an opportunity to advance their own 
interests. Although Great Britain and France generally sought to pur- 
sue a policy of neutrality, four nations — Germany, Italy, Portugal, and 
Russia — actively intervened in Spain in an effort to determine the out- 
come of the struggle. German intervention, which played a significant 
role in the eventual Nationalist triumph, resulted from interrelated 
strategic, military, political, and economic considerations. It is with 
the economic aspects of German intervention that this study is con- 
cerned. In discussing German economic activities in Spain it has been 
necessary to examine the nature of the Reich’s contributions to the 
Nationalist cause, the methods employed in rendering this aid, German 
demands for compensation, and Spanish reactions to these demands. 

The outbreak of the Spanish Civil War and General Franco's im- 
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mediate request for the support of the Reich offered to German Nazis 
what seemed to be an opportunity to gain for their own use the mineral 
resources of Spain. Franco needed armor, artillery, and planes; Hitler's 
armaments industries needed raw materials. Some kind of barter ar- 
rangement would be mutually beneficial. By 1936 the German rearma- 
ment program was encountering serious difficulties in obtaining need- 
ed supplies. Germany, a country relatively poor in raw materials, had 
failed in her attempt at self-sufficiency. Imports of French minerals 
were shrinking, and Britain was offering active competition for the 
valuable but limited supply of Swedish iron ore. Under these circum- 
stances, Spanish mineral deposits, many of them largely unexploited, 
could not fail to interest the masters of the Third Reich. Spain was a 
country rich in coal, iron, copper, potash, lead, mercury, sulphur, man- 
ganese, and zinc; large deposits of many of these minerals lay in terri- 
tory occupied by the Insurgents during the initial days of the conflict. 
Throughout the Spanish Civil War the German Reich would make 
determined efforts to gain control of Spanish natural wealth. But an 
analysis of the available records reveals that Germany's economic 
goals in Spain met with only limited success and that the Nationalist 
regime, despite heavy pressure from Berlin, was usually able to pursue 
an economic policy independent of that of the Reich. 


By far the most useful materials for this study have been the docu- 
ments from the archives of the German Foreign Ministry. Seized by 
Anglo-American armies in April 1945 from the various castles and 
resort areas to which they had been dispersed for safekeeping, the 
documents were assembled in Marburg Castle in the American zone 
of Germany and were later moved to Berlin; from there they were 
shipped to England in 1948. In June 1946 the British Foreign Office 
and the United States Department of State agreed to the joint publica- 
tion of the captured archives, and in April 1947 the French government 
was allowed to participate in the undertaking. The three governments 
set out to establish the full record of the diplomacy of a defeated 
power from captured archives “on the basis of the highest scholarly 
objectivity”. The selection and editing of the documents for publica- 
tion was entrusted to teams of American, British, and French historians 


‘ For a discussion of the documents see the introduction and preface, U. S. 
Department of State, Documents on German Foreign Policy, 1918-1945. Series D 
(1937-1945), Vol. III: Germany and the Spanish Civil War (Washington, D. C., 
1950). 
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whose work together well demonstrated the international character of 
historical scholarship. 

Although the captured archives date from the year 1867, it was de- 
cided to publish at present only those papers relating to the years after 
1918. Thus far only Series C (1933-1937) and parts of Series D (1937- 
1945) have been published; the remaining documents have been placed 
on microfilm and are scheduled for eventual publication. The third 
volume of Series D, which has been invaluable for this study, is de- 
voted entirely to German policy concerning the Spanish Civil War. 
The communications between the Wilhelmstrasse and the German 
embassies in Salamanca, Lisbon, Rome, London, and Paris and the 
memoranda of various bureaucrats in Berlin contain considerable in- 
formation on Germany’s relations with Nationalist Spain and on Nazi 
efforts to secure a dominant position in the Spanish economy. 

A major obstacle faced by any student of recent European history is 
the scarcity of archival material. Unfortunately, the British, French, 
Italian, and Spanish diplomatic documents relating to the Spanish 
Civil War have not yet been published nor made available. Until the 
archives of these nations are opened, no study of any international 
aspect of the war can claim to be definitive. On the other hand, the 
availability of the German archives does make it possible for one to 
explore the questions with some degree of confidence. 

The Spanish press, both Nationalist and Republican, has been an- 
other source of information concerning the Civil War. Virtually com- 
plete files of newspapers published in Spain during the war are housed 
in the Hemeroteca Municipal in Madrid. Despite its highly partisan 
nature and its complete subjection to government censorship, the 
Spanish press yields useful information concerning the military, diplo- 
matic, and political aspects of the war. On many delicate and contro- 
versial matters, however, Spanish editors were necessarily silent. Such 
a matter in Nationalist Spain was German economic policy. The offi- 
cial organ of the Nationalist government, the Boletin Oficial del 
Estado, provides the full text of the laws and decrees pertinent to this 
study. 

Other sources proving of some value were The Times (London) and 
other newspapers, the dispatches of American diplomats in Europe, 
various memoir accounts, the German economic publication Wirtschaft 
und Statistik, and a number of secondary works of uneven quality. 
Among the latter are three recent scholarly accounts of the Civil War 
by Pierre Broué and Emile Témime, Gabriel Jackson, and Hugh 
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Thomas;? these studies, while giving only brief attention to the matter 
of German economic policy in Spain, provided helpful background 
information and a useful frame of reference. 


For the generous financial support which made this study possible I 
am deeply indebted to the Southern Fellowships Fund, the Woodrow 
Wilson Foundation, Duke University, and the University of Southern 
Mississippi. For the courteous and efficient help accorded me during 
my stay in Spain I am grateful to the director and staff of the Heme- 
roteca Municipal in Madrid. I would like to express my sincere appre- 
ciation to Dr. Joel Colton and Dr. Harold T. Parker, both of Duke 
University, for the valuable guidance and assistance which they pro- 
vided me. And to my wife Gail are due special thanks for her interest, 
patience, and constant encouragement. 


University of Southern Mississippi GLENN T. HARPER 
Hattiesburg, Miss. 
September 1965 


* Pierre Broué and Emile Témime, La révolution et la guerre d’ Espagne (Paris, 


1961); Gabriel Jackson, The Spanish Republic and the Civil War, 1931-1939 
(Princeton, 1965); and Hugh Thomas, The Spanish Civil War (New York, 1961). 
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GLOSSARY 


Auslandsorganisation — the foreign organization of the National 
Socialist Party. 


Compania Hispano-Marroqut de Transportes — a German trading 
company with headquarters at Seville and Tetuan, which was 
controlled by Johannes Bernhardt and which secured a monopoly 
of German-Spanish commerce. 


The administrative body of Nationalist Spain from October 1936 
until January 1938. 


The code name given to Hisma’s efforts to secure mining prop- 
erties in Spain. 


Rohstoffe-und-Waren-Einkaufsgesellschaft — the counterpart of 
Hisma, maintaining headquarters in Berlin. 


Sociedad Anénima Financiera Nacional Italiana — a semi-official 
Italian trading company operating in Spain. 


Sociedad Financiera Industrial, Ltda. — the holding company 
into which the acquisitions of Hisma-Rowak were merged in 
1939. 


I 


GERMAN INTERVENTION IN THE SPANISH CIVIL WAR 
AND THE FORMATION OF HISMA-ROWAK 


A telegram dated July 19, 1936, from Chargé d’Affaires Hans Voelckers 
in San Sebastian, gave the German Foreign Office in Berlin the first 
official news of the long-anticipated military uprisings in turbulent 
Spain. Beginning on July 18, armed rebellion had broken out all over 
Spain. The blocking of all telephone, postal, and rail traffic made the 
verification of reports exceedingly difficult; nevertheless, insofar as 
Herr Voelckers was able to determine, the movement had begun with 
the uprising of the Foreign Legion in Morocco. While the Legion- 
naires attempted a landing at Malaga, officers in command of the 
garrisons at Madrid, Barcelona, Seville, Granada, Burgos, Pamplona, 
and San Sebastian sought to rally their troops to the standard of revolt. 
The government had announced that it was in complete control of the 
situation.! 

Following closely the telegram from San Sebastian came a commu- 
nication, via the German consulate in Tetuan, from Lieutenant Colonel 
Juan Beigbeder of the Spanish Nationalist Army. Acting on behalf of 
General Francisco Franco, who was seeking means of transporting his 
Legionnaires and Moors to Spain, Beigbeder urgently requested that 
ten troop-transport planes with maximum seating capacity be sent 
through private German firms to any airfield in Spanish Morocco.’ 
However, on July 23, 1936, when this request for aid arrived in Berlin, 
the Wilhelmstrasse still maintained at least a semblance of authority in 
the foreign affairs of the Reich, and Foreign Minister Constantin von 
Neurath and his Foreign Office experts, while not opposed to exploit- 


1 U.S., Department of State, Documents on German Foreign Policy, 1918-1945. 
Series D (1937-1945), III: Germany and the Spanish Civil War (Washington, 
D. C., 1950), No. 1 (Chargé d’Affaires in Spain to the Foreign Ministry, San 
Sebastian, July 19, 1936), p. 3. Hereinafter these documents will be cited German 
Documents. 

2 Ibid., No. 2 (Consul at Tetu4n to the Foreign Ministry, Tangier, July 22, 
1936), pp. 3-4. 
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ing the situation in Spain, had no desire to risk new international com- 
plications which might prove disastrous to a Germany already subject 
to hostility from London and Paris. Thus, the note to the War Ministry: 
“in the view of the Foreign Ministry compliance with the Spanish re- 
quest is out of the question at this time.”* This negative decision of 
the Wilhelmstrasse was, however, to be short-lived. The Germany of 
1936 was Hitler’s Third Reich, and forces far more powerful and far 
less cautious than the Foreign Ministry determined the policy and 
destiny of the Fatherland. 

The situation of the rebellious generals was now desperate. Al- 
though Franco was unchallenged master of Spanish Morocco and 
General Emilio Mola held sway over much of northern Spain, there 
seemed little chance of extending the rebellion unless Moorish units 
and the Foreign Legion could be transported immediately to the 
Peninsula. Because nearly all the Spanish air force and most of the 
fleet had remained loyal to the government, Franco was forced to seek 
outside aid in solving his transportation problem.t Thus, without wait- 
ing to learn the decision of the Foreign Ministry concerning his request 
for planes, he proceeded to appeal directly to the Fuehrer and secured 
for this purpose allies certain to gain a hearing in Berlin. 

On July 22, 1986, a Lufthansa plane was secured by Nationalist 
forces at Las Palmas and, after being taken to Tetuan, was bearded by 
three passengers and flown via Seville, Marseilles, and Stuttgart to 
Berlin. One of the passengers was a Spanish air force officer, Captain 
Francisco Arranz. The other two, Adolf P. Langenheim, National 
Socialist Ortsgruppenleiter of the Tetudn area of Spanish Morocco, 
and Johannes Bernhardt, ardent Nazi and director in Morocco of the 
economic branch of the Auslandsorganisation, were destined to as- 
sume leading roles in the economic sphere of German-Spanish rela- 
tions.> It was Bernhardt who by early September would allegedly re- 


8 Ibid., No. 5 (Foreign Ministry to the War Ministry, Berlin, July 24, 1936), 
Deeds 

4 For a brief account of the problems faced by both Nationalists and Repub- 
licans during the early days of the conflict and of the initial efforts by both sides 
to secure outide aid, see Hugh Thomas, The Spanish Civil War (New York, 1961), 
pp. 205-206, 213-222. 

5 German Documents, No. 6 (Consul at Tetuan to the Foreign Ministry, Tangier, 
July 24, 1936), pp. 7-8. Also see Colonel José Goma Ordufia, La Guerra en el 
Aire (Barcelona, 1958), pp. 65-66. This Nationalist historian supplies the name 
of Captain Arranz. Both Bernhardt and Langenheim later received from Franco 
the Placa de la Gran Orden Imperial de las Flechas Rojas; see Boletin Oficial 
del Estado (Burgos), July 18, 1938, p. 262; and October 2, 1938, p. 1566. 
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gard himself as “the Fuehrer’s delegate to Franco”,* and who, after 
winning the confidence of Hermann Goering, would exercise an un- 
assailable mastery of German economic policy in Spain. A former 
sugar broker in Hamburg, Bernhardt had left Germany in the early 
1930’s under a financial cloud and had settled in Spanish Morocco 
where, as an agent of Wilmer Brothers export company, he sold stoves 
to Spanish military posts and apparently cultivated friendships among 
the officers — perhaps even becoming acquainted with Franco. Some- 
time before the outbreak of the Civil War, Bernhardt and a Spanish 
army officer, Colonel Fernando Carranza, had organized a Spanish- 
Moroccan export company which, in addition to trading activities, ap- 
parently acted as agent for various mining firms having interests in 
Spain and Morocco.? Thus, when the disaffected generals raised the 
banners of rebellion, Bernhardt found himself in a position to aid his 
Spanish acquaintances, to serve the cause of National Socialism, and, 
probably of equal or greater importance, to advance his own financial 
position. Without hesitation he cast his lot with the Insurgents.’ On 
July 24 he and Langenheim arrived in Berlin with letters from Franco 
to the Fuehrer and to the Air Minister, Hermann Goering. 

In Berlin Franco had a powerful ally in the person of Ernst W. Bohle, 
Hitler's appointee as head of the Auslandsorganisation or, as it was 


8 German Documents, No. 80 (Minister in Portugal to the Foreign Ministry, 
Lisbon, Sept. 11, 1936), p. 88. 

7 Bernhardt’s past is obscure. The information given here is derived largely from 
a dispatch sent from Madrid by C. L. Sulzberger, Feb. 13, 1946, concerning the 
interrogation of Bernhardt by Allied intelligence officers; the dispatch was 
printed in the New York Times, Feb. 14, 1946, p. 15. See also Herbert Feis, 
The Spanish Story: Franco and the Nations at War (New York, 1948), p. 280; 
Charles Foltz, Jr., The Masquerade in Spain (Cambridge, 1948), p. 46; and Ted 
Allan, “The Man Who Made Franco”, Collier’s CXX (July 5, 1947), p. 42. Frank 
Jellinek, The Civil War in Spain (London, 1938), p. 523, makes no mention of 
Johannes Bernhardt but states that the company “Carranza y Bernhardt had long 
served as agents for mining firms in Spain”. — There is almost no information 
concerning Carranza. Only Allan supplies the name “Colonel Fernando Carranza”. 
Sulzberger speaks only of “an army officer named Carranza”. Manfred Merkes, 
Die deutsche Politik gegeniiber dem spanischen Biirgerkrieg, 1936-1939 (Bonn, 
1961), p. 45, identifies Carranza as an admiral. 

8 Allan, p. 42, maintains that at least as early as March 1936, Bernhardt and 
Franco had discussed preparations for the “coming events” and that “a private 
company was decided upon to be a clearinghouse for German munitions once 
the revolt had begun”. Allan’s article is interesting, but because of its paucity of 
documentation cannot be considered wholly reliable. 

® German Documents, No. 10 (Memorandum by the Director of the Political 
Department, Berlin, July 25, 1936), pp. 10-11. Goma, p. 66, gives the date of 
arrival as July 25. 
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usually referred to, the AO.'* Through the assistance of Bohle, Herren 
Langenheim and Bernhardt were quickly admitted to the presence of 
the Fuehrer. Following this conversation, Hitler immediately sum- 
moned to a meeting in Bayreuth, where he was attending the Wagner 
Festival, Goering, War Minister Colonel General Wermer von Blom- 
berg, and a representative of the naval staff — probably Admiral 
Wilhelm Canaris.1t At Bayreuth Hitler decreed Nazi support for Fran- 
co and authorized the immediate delivery of twenty transport planes 
— Junkers 52 — to Morocco. On the following day Bernhardt and 
Langenheim met with Goering for five hours and secured the promise 
of extensive deliveries of war matériel to Franco.!2 Conspicuously ab- 
sent from these negotiations was any representative of the Wilhelm- 
strasse. The prestige and influence of the Foreign Ministry had sunk to 
its nadir; German policy in Spain has been described as that of the AO 
rather than the Foreign Office.'® 

To intervene on behalf of the Spanish Insurgents was by no means 
the unanimous desire of Reich officialdom. Even the arch-Nazi, 
Joachim von Ribbentrop — if his 1946 apologia can be credited — pro- 
tested to the Fuehrer against intervention in Spain, chiefly because he 
feared complications with Great Britain. It was Ribbentrop’s opinion 
that intervention would gain nothing for Germany, but would only 
expose her to international risks.14 Another opponent of intervention 


10 The AO was the foreign organization of the Nazi party. Bohle’s account of 
its origins, purposes, and activities is found in International Military Tribunal, 
Trial of the Major War Criminals Before the International Military Tribunal, X 
(Nuremberg, 1947), pp. 12-19. A detailed study of the AO, but one omitting any 
reference to Spain, by the U. S. State Department is National Socialism: Basic 
Principles, Their Applications by the Nazi Party’s Foreign Organization, and the 
Use of Germans Abroad for Nazi Aims (Washington, D. C., 1943). 

11 Werner Beumelburg, Kampf um Spanien: die Geschichte der Legion Condor 
(Berlin, 1939), p. 22, gives July 26 as the date of the meeting in Beyreuth. 
Merkes, p. 24, and Sir Robert MacLeod Hodgson, Spain Resurgent (London, 
1953), p. 72, suggest that the naval representative was Canaris; this seems 
probable, but cannot be substantiated. Ian Colvin, Master Spy (New York, 1951), 
pp. 29-30, claims that it was Canaris who arranged the meeting of Franco’s 
emissaries with Goering and Hitler. 

* Goma, p. 66. See also German Documents, p. 2. A document dated July 5, 
1939, entitled “Recommendations for Decorations in Connection with the Conclu- 
sion of the Spanish Civil War” reviews the course of events during the last days 
of July 1936; parts of this document are quoted by the editor of the German 
Documents. 

8 Gordon A. Craig, “The German Foreign Office from Neurath to Ribbentrop”, 
The Diplomats, 1919-1939, ed. Gordon A. Craig and Felix Gilbert (Princeton, 
1953), p. 429. See also German Documents, editors’ note, p. 2. 

4 Joachim von Ribbentrop, Zwischen London und Moskau (Leoni-am-Starn- 
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was Ernst von Weizsiicker, in 1936 the Director of the Political Depart- 
ment of the Foreign Ministry. Weizsiicker wrote in 1948 from his 
Nuremberg prison cell that the Foreign Ministry was taken completely 
by surprise at the news that Germany would aid Franco. Echoing the 
sentiments of his associates in the Wilhelmstrasse, Weizsicker stated 
that he feared intervention would lead to international complications, 
with which the Reich was not prepared to cope.'® Sharing the appre- 
hension of the Foreign Ministry were officers of the General Staff who 
feared an international conflict over control of the Mediterranean. The 
foremost generals — War Minister Werner von Blomberg, Commander 
in Chief Wemer von Fritsch, and Chief of the General Staff Ludwig 
von Beck — all opposed intervention on the basis that it was both 
politically unwise and materially wasteful.!* Supporting this view was 
Admiral Erich Raeder, Commander in Chief of the Navy, who argued 
that “it can by no means be in the interest of a sane German policy to 
stake valuable German matériel and forces on a cause which, when all 
is said and done, cannot be helped to victory anyway”.!7 

Far more powerful, however, than the apprehensive bureaucrats of 
the Wilhelmstrasse or the cautious Wehrmacht chieftains was Hitler’s 
Nazi hierarchy. Adding weight to party views was Admiral Wilhelm 
Canaris, head of the Intelligence section of the War Ministry and re- 
garded as somewhat of an expert on Spain. Less fearful of the conse- 
quences of intervention than were some of his superiors, he called for 
direct and substantial aid to Franco, his personal friend for whom he 
felt a deep admiration.'* Retired General Wilhelm Faupel, director of 
the Nazi-controlled Iberian-American Institute and later chargé daf- 
faires to the Nationalist government, supported the pleas of Bohle, 


berger See, 1954), p. 88. Ribbentrop expressed the fear that “sei Spanien fiir uns 
ein sehr heisses Eisen”. 

15 Ernst von Weizsicker, Memoirs of Ernst von Weizsdcker, trans. John Andrews 
(Chicago, 1951), pp. 106-107. 

16 Friedrich Hossbach, Zwischen Wehrmacht und Hitler, 1934-1938 (Hannover, 
1949), pp. 41-42. See also Walter Goerlitz, Der Deutsche Generalstab: Geschichte 
und Gestalt, 1657-1945 (Frankfurt am Main, 1950), pp. 441-442. B. H. Liddell 
Hart, The Other Side of the Hill (London, 1951), p. 41, credits Fritsch with 
preventing the dispatch of large ground units to Spain. 

11 German Documents, No. 50 (Memorandum by Acting State Secretary, Berlin, 
Aug. 22, 1936), p. 52. 

18 Karl Heinz Abshagen, Canaris: Patriot und Weltbiirger (Stuttgart, 1950), 
pp. 106-107. Colvin, pp. 32-33, considers Canaris as the man chiefly responsible 
for Germany’s decision to aid Franco; he also credits Canaris with influencing 
Italian policy. 
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Bernhardt, and Langenheim and urged full military commitment.” 
But the man upon whose judgment the Fuehrer probably relied most 
heavily was his old friend from the early days of the Nazi movement, 
Hermann Goering. At his trial in 1946 before the Nuremberg court, 
Goering testified that he urged the Fuehrer “to give support under all 
circumstances, firstly in order to prevent the further spread of com- 
munism in that theater and, secondly, to test my young Luftwaffe at 
this opportunity in this or that technical aspect”.2° Upon the Fuehrer 
alone, however, rested the final decision; he decreed intervention, 
stating his determination that communism would not be permitted to 
exist in Western Europe.”! Throughout the Civil War anti-communism 
was to be the oft-repeated theme used by Nazi leaders in justifying the 
role played by the Reich. And two years after peace had been 
achieved in Spain, the Fuehrer would tell a small entourage that had it 
not been for the danger of Bolshevism sweeping over Europe he would 
have taken no part in the Spanish struggle.*8 

Doubtless anti-communism was little more than a pretext used to 
justify Hitler's participation in Spanish affairs. Germany intervened in 
Spain for other reasons. The Reich’s Nazi rulers were influenced by 
dreams of encircling France with hostile powers and of diverting the 
attention of London and Paris from Eastern Europe to the Mediter- 
ranean.4 And behind the decision to give aid to the rebellious generals 
lay at least one more significant motive — a desire to obtain the raw 


19 Weiszicker, p. 107. 

20 International Military Tribunal, IX, p. 281. 

21 Ribbentrop, pp. 88-89. On May 30, 1939, Hitler finally admitted publicly 
that Germany had intervened in Spain during the last days of July 1936. Nazi 
spokesmen proclaimed that the first German volunteers, 85 in number, had 
traveled to Spain disguised as tourists; simultaneously 20 Junkers 52 had flown 
to Morocco to transport Franco’s troops to Spain. See Frankfurter Zeitung, May 
31, 1939, p. 1; and The Times (London), May 31, 1939, p. 12. 

22 See for example Joseph Goebbels, The Truth About Spain, speech delivered 
at the National Socialist Party Congress, Nuremberg, 1937 (Berlin, 1937); and 
Adolf Hitler, Words, ed. Gordon W. Prange (Washington, D. C., 1944), pp. 
159, 163, and 186. 

3 Adolf Hitler, Hitlers Tischgesprache im Fiihrerhauptquartier, 1941-1942, ed. 
Henry Picker (Bonn, 1951), p. 51. 

*4 Office of U. S. Counsel for Prosecution of Axis Criminality, Nazi Conspiracy 
and Aggression, III (Washington, D. C. 1946), p. 303. At the celebrated Hoss- 
bach Conference on November 5, 1937, Hitler stated: “... on the other hand, 
from the German point of view a 100 percent victory by Franco is not desirable; 
we are more interested in a continuation of the war and the preservation of the 
tensions in the Mediterranean.” In such case, Hitler continued, Germany would 


be able to proceed against Czecholovakia without fear of French or British 
intervention. 
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materials of Spain. Hitler was rearming the Reich and access to Spanish 
ores would make his task easier. 

The mineral resources of Spain were rich and varied, although in 
some cases largely undeveloped. Spain was famous for her deposits of 
mercury and pyrites, and in 1936 she produced approximately half the 
world’s supply of both. Copper, lead, manganese, zinc, and tungsten 
were mined in considerable quantities; increased output only awaited 
skilled methods of exploitation. But far more important than any of 
these were the iron ores of the Basque provinces, of Asturias, and of 
the Riff mines of Spanish Morocco. Although never amounting to more 
than a small percentage of the world’s output, these ores possessed 
such a high mineral content that their use was desirable, if not indis- 
pensable, in the production of the finer irons.?5 

To the Germany of 1936 Spanish iron ores were a tempting prize — 
a prize warranting the expenditure of millions of reichsmarks and the 
risk of new complications with Britain and France. Since 1933 Germany 
had greatly increased her own iron ore production, but the mineral 
content was low and the increase had not kept pace with the ever- 
expanding needs of the armaments industry; thus in 1936, as in 1929, 
about 80 per cent of Germany’s iron ore supplies had to be imported. 
Committed to a closed economic system which made it imperative to 
pay for imports by the barter of commodities which they found it 
convenient to export, the Germans were finding the maintenance of a 
high rate of importation exceedingly difficult. Already Britain was 
actively competing for Swedish ores and the French were talking of 
keeping the ores of Lorraine from their militant neighbor. Imports 
from the United States were shrinking and trade with the Balkan states 
was far from satisfactory.2* Under these circumstances the Nazi 
masters of the Reich saw in the Spanish revolution an answer to at 
least some of their problems. Nationalist Spain appeared as just the 
right combination: an ideological ally desperately in need of war 
matériel with little foreign exchange at its command, and a source of 
precious ores with which Germany felt herself insufficiently supplied. 

Spanish ores had been a subject of interest in Nazi circles long be- 


25 Good discussions of Spain’s mineral resources are found in Arnold J. Toynbee, 
Survey of International Affairs, 1937, IL (London, 1938), pp. 132-133; and El 
Correo Espanol: Diario de Falange Espaiiola Tradicionalista y de las J.O.N.S. 
(Bilbao), Dec. 24, 1938, p. 7. 

26 Burton H. Klein, Germany’s Economic Preparations for War (Cambridge, 
1959), p. 42; and John R. Hubbard, “How Franco Financed His War’, Journal 
of Modern History, XXV (Dec. 1953), p. 394. 
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fore the outbreak of war in Spain,?’ and in 1934 the giants of German 
industry — led by the Metallsgesellschaft, 1. G. Farben, and Krupp — 
had joined Italian industrialists in forming a consortium for the purpose 
of developing mining concessions in Morocco.”* Under normal condi- 
tions, however, German firms could not hope to displace wealthy and 
long-established British interests. With the outbreak of rebellion in 
July 1936, the situation was changed. Of necessity General Franco 
would be far more interested in the guns of Essen than in the manu- 
factured goods of Manchester or Leeds. 

The decision of the Fuehrer to act on behalf of Franco signalled the 
beginning of German intervention in Spain. A Europe already con- 
cerned over Nazi scorn for Versailles and Locarno experienced new 
pangs of fear and anxiety. But Hitler, too, was anxious to avoid any 
major European conflict, and, unlike Mussolini, he was never to inter- 
vene on a large scale with regular infantry units. He would, however, 
dispatch to Spain the Condor Legion, which would later win extrava- 
gant praise from Franco,”* and vast quantities of military equipment, 
especially tanks and planes.*® And as the war progressed, there was 
ever-increasing evidence that this aid was sent — not to defeat Bolshe- 
vism — but in order that Hitler and his Nazi subalterns might obtain 
as payment the raw materials needed for building and rearming a 
powerful new Reich. 

The story of German economic motives and policies in the Spanish 
Civil War is largely the story of three commercial organizations — 
Hisma, Rowak, and Sofindus. To facilitate the exchange of military 
equipment for raw materials and to prevent the policy of intervention 
from being too openly that of the Reich, private firms were utilized — 
private, but dominated by Nazis and liberally supported by the Hitler 
government. Destined to play the most significant role during the 


27 [Otto Katz], The Nazi Conspiracy in Spain, trans. Emile Burns [Isabel 
Brown] (London, 1937), pp. 133-134. This book, though far from reliable, gives 
interesting evidence of German interest in Spanish copper, molybdenum and 
vanadium as early as 1934. 

28 Jellinek, p. 279. 

29 El Adelanto: Diario de Salamanca, May 23, 1939, p. 1. 

30 Liddell Hart, pp. 122-123. In addition to the tanks dispatched to Franco for 
use by the Nationalist armies, some tank units operated directly under the 
command of Colonel Wilhelm von Thoma. Thoma stated that as early as 
September 1936 German tanks arrived in Spain; and by 1938 he had under his 
command 4 tank battalions — each consisting of 3 companies, with 15 Panzer I 
tanks in each company — and 30 anti-tank companies with 6 37 mm. guns in each. 
Thoma also made use of the larger and heavier Russian tanks and offered a 
reward of 500 pesetas for each one captured. 
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Spanish conflict was the Compaiia Hispano-Marroqui de Transportes, 
or Hisma, formed from the already existing export company of Herr 
Bernhardt.*t It was Hisma which immediately undertook to transport 
Franco's Legionnaires and Moors from Morocco to the Spanish penin- 
sula.* A sister organization, Rohstoffe-und-Waren-Einkaufsgesell- 
schaft, usually referred to as Rowak, was organized in Berlin to handle 
the German end of economic co-operation with Franco’s Nationalists. 
Among Rowak’s organizers was Hermann Goering. Eventually, as the 
war neared its close, Bernhardt’s expanding interests resulted in the 
formation of other commercial firms, many of which were grouped 
within a new holding company, Sociedad Financiera Industrial, Ltda., 
usually called Sofindus.38 

Although the cautious fears of the General Staff and the Foreign 
Ministry had been overruled, the very manner in which aid was sent 
to Franco, especially during the initial months of the war, revealed 
that even those who ardently advocated support of the Nationalist 
cause were not completely free from apprehension. A recent historian 
has presented a graphic account of the manner in which Nazi aid was 
initially dispatched to Spain: 


Boxes of oranges unloaded from ships in Hamburg were filled with guns 
by Brownshirts and returned to the ship on the pretense that the fruit was 
rotten. German soldiers were asked to volunteer for service without being 
told where they were going and Germans sailed as tourists or sportsmen 


31 New York Times, Feb. 14, 1946, p. 15; and Allan, p. 42. Beumelburg, p. 24, 
states that on the evening of July 26, 1936, the Hispano-Marokkanische Trans- 
port UG, Tetudn-Sevilla was organized and that it immediately obtained planes 
and personnel from Lufthansa. Colvin, p. 33, credits Canaris with aiding in the 
organization of Hisma and Rowak. On the Nationalist side, the key figure in the 
establishment of Hisma and in the early phases of German-Nationalist coopera- 
tion was apparently General Alfredo Kindelan, commander of Franco’s tiny air 
force; see Paul Armmold Schulz-Wilmersdorf, Spanien, Politiker und Generale 
(Berlin, 1939), p. 243. 

32 Goma, p. 67, maintains that the first German plane used in transporting 
Franco’s troops was the same plane which had carried Bernhardt and Langenheim 
to Berlin; according to his account, this plane ferried 22 legionnaires across the 
Straits on July 29. Beumelburg, p. 25, probably referring to the same plane, 
states that early on the morning of July 27 the first Junker 52 left Templehof, 
piloted by Captain Hente of Lufthansa; after a stopover in Stuttgart, it reached 
Tetudn on July 28 and on the same day landed in Seville with 22 Moroccan 
soldiers. Schulz-Wilmersdorf, p. 243, states that 15,000 troops were transported 
from Morocco to Spain within 14 days. Kindelan, Mis Cuadernos de Guerra 
(Madrid, [1945]), p. 21, gives the figure 14,000 men and adds that 52 cannons 
and 283 tons of munitions and war matériel were also flown to the Peninsula. 
88 A brief statement of the organization of Hisma, Rowak, and Sofindus is 
found in German Documents, p. 2, editors’ note. 
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to fight in Spain. German ships carrying supplies from the “Franco wharf” 
in Hamburg sailed under South American flags.34 


On July 28, after intervention had already been decided upon, the 
Reich Airplane Industry Association was warned against deliveries of 
planes to the Nationalists, because such deliveries “were hardly likely 
to remain secret and public knowledge of the deliveries might have 
the worst repercussions for the Germans in Spain”.% 

In spite of the efforts made by the Germans to conceal their inter- 
vention, they were not successful for long. Within two weeks after the 
beginning of the war, the Madrid government protested the sending 
of German planes to Morocco. Berlin refused to reply.*® Throughout 
the remainder of summer and into autumn, a burgeoning flow of sup- 
plies left Hamburg and other German ports destined for Spain, 
Morocco, or the friendly harbors of Portugal.?? Those supplies reach- 
ing Portuguese coasts were guaranteed unrestricted transport to the 
Spanish border by the pro-Nationalist government of Prime Minister 
Antonio de Oliveira Salazar. Aiding, too, was a “Nationalist Com- 
mittee” in Lisbon headed by Franco’s brother Nicolas, who acted under 
the alias “Fernandes Aguilar”.** 

Johannes Bernhardt and the powerful and monopolistic Hisma 
dominated the shipment of German supplies to Spain. Aided by in- 
fluential persons in Spain and Germany and by the shrewd ingenuity 
of Bernhardt himself, Hisma’s ascendancy had been rapid. A report 
from Lisbon, dated September 8, 1936, informed officials of the 
Wilhelmstrasse of conditions within Nationalist-held territory and de- 


34 Patricia A. M. van der Esch, Prelude to War: The International Repercus- 
sions of the Spanish Civil War, 1936-1939 (The Hague, 1951), p. 36. Beumel- 
burg, p. 24, says that in late July Alexander von Scheele organized in Déberitz 
a Reisegesellschaft Union through which the first German “volunteers” went to 
Spain. 

35 German Documents, No. 13 (Memorandum by the Head of Political Division 
III, Berlin, July 28, 1936), p. 14. 

86 Ibid., No. 15 (Embassy in Spain to the Foreign Ministry, Madrid, July 29, 
1936), pp. 15-16. 

87 Carlton J. H. Hayes, The United States and Spain: An Interpretation (New 
York, 1951), p. 112, probably underestimates the extent of German aid to 
Franco during the late summer and early fall of 1936; but he is undoubtedly 
correct in maintaining that German aid, after the initial dispatch of planes, was 
extremely limited until the arrival of extensive aid from Communist sources to 
the Republic in October and November. 

8 Daily Herald (London), Sept. 23, 1936, pp. 1-2; and German Documents, 


nae (Minister in Portugal to the Foreign Ministry, Lisbon, Sept. 11, 1936), 
jo} telat, 
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voted considerable attention to the position of Hisma. In this report, 
prepared by Willy Messerschmitt of the Export Cartel for War Mate- 
riel (AGK),®® there is severe criticism of Hisma and of Bernhardt — 
probably motivated by Messerschmitt’s desire, doubtless shared by 
other German industrialists, to discredit Hisma and thus secure a lift- 
ing of restrictions on German-Spanish commerce. Messerschmitt re- 
ported that he had flown from Lisbon to Seville on board a Hisma- 
owned plane, and that upon his arrival in the Spanish city on August 
28 he had called on Bernhardt. In the course of the conversation 
Messerschmitt had been informed that he, as a representative of Reich 
industry, would find no business opportunities available in Spain. 
Hisma itself possessed an official monopoly. As a consequence, no 
commercial firm could on its own initiative deliver supplies directly to 
Franco; all shipments had to pass through the tightly-knit Bernhardt 
organization. As proof of the monopolistic hold maintained by Bern- 
hardt, Messerschmitt mentioned his visit to the Pirvtécnica artillery 
factory in Seville where he was told by the deputy director that the 
factory itself undertook no purchases whatever “because the initiative 
was exclusively with headquarters [the Nationalist military headquar- 
ters], where procurement was handled directly with Hisma”.° 

From Seville Messerschmitt traveled by plane to Franco’s head- 
quarters at Caceres. There he was again made aware of Hisma’s power- 
ful position. Not only did Hisma have complete control over materials 
delivered to the Nationalist forces, but the firm also possessed a strong 
voice in determining their tactical utilization. Present at Nationalist 
headquarters was General Alexander von Scheele, to whom Messer- 
schmitt referred as the “military head” of Hisma. Only recently Scheele 
had effectively vetoed an order by General Alfredo Kindelan, Spanish 
Chief of Aviation, when the two argued over the advisability of using 
Hisma-supplied aircraft against the Republic’s modern French pursuit 
planes.*t 

Despite its power and seemingly invulnerable position, Hisma was 
not without its problems. The firm’s difficulties were due largely, 
Messerschmitt thought, to the ambitious schemes of Bernhardt who 
was determined to secure his own advancement. Between Bernhardt 


39 The German Documents speak of “Herr Messerschmidt”. Thomas, p. 274, 
identifies him as the aircraft manufacturer Willy Messerchmitt. 

40 German Documents, No. 80 (Minister in Portugal to the Foreign Ministry, 
Lisbon, Sept. 11, 1936), p. 85. The Messerschmitt report was relayed to Berlin 
through the Lisbon legation. 

" Tbid., p. 86. 
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and Scheele there was considerable ill-will, primarily because Bern- 
hardt considered himself in complete charge and insisted on keeping all 
strings in his own hands, thus making it difficult for Scheele to main- 
tain direct contact with Franco. “It is obvious”, Messerschmitt wrote, 
“that Herr Bernhardt has tailored the whole organization to fit his 
personal pattern.” ” 

Messerschmitt continued the lengthy and detailed report of his ob- 
servations with a brief review of the role assumed in Nationalist Spain 
by the Falange and the Church. He then spoke again of Hisma, criti- 
cizing Bernhardt and urging that the Reich demand economic conces- 
sions from Franco in return for aid given him. Messerschmitt felt that 
in an organization such as Hisma it doubtless would be of value if 
control were shared rather than rest exclusively in the hands of Bern- 
hardt, “who looks upon himself as the Fuehrer’s delegate to Franco”. 
Messerschmitt did admit, although reluctantly, that Bernhardt had 
exhibited great energy and zeal in getting the implementation of the 
aid program under way; while at Tetuan, four days after the uprising 
began, he had learned Franco's wishes and, without time for extensive 
negotiations, had endeavored to satisfy them. But Bernhardt had con- 
tinued his policy of seeking only to please Franco; he had made no 
attempt to gain economic advantages for the Reich.*? Messerschmitt 
believed that Germany should demand something in return for her 
gifts and that there would be no more opportune time than the present: 


I believe that now, while Franco is still under a certain pressure, is the 
moment for getting pledges from him with respect for our future economic 
and perhaps even political influence. For otherwise there is no doubt but 
that England and Italy, with an eye to preserving their influence, will turn 
up at the last moment and pose as the real moving spirits.44 


Messerschmitt concluded his report with a plea that Germany and 
Nationalist Spain come to a definite economic agreement. The time 
was ripe for a basic treaty which would determine “what raw materials 
Spain is to deliver to us and to what extent Spain must buy manufac- 
tured goods from us”. Messerschmitt felt confident that Franco would 
agree to conclude such a treaty, “provided Herr Bernhardt is now 


42 Thid. 

‘3 It is doubtless true that Bernhardt was at this time seeking to ingratiate 
himself with Franco and thus prepare the way for extensive demands which he 
would subsequently make. 

44 German Documents, No. 80, pp. 87-88. 
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prepared to give up his role of Santa Claus and demand value in re- 
turn for our gifts”.45 

Throughout the fall of 1936 the economic ties of Nationalist Spain 
and Nazi Germany were drawn tighter. The bloody conflict between 
Spanish Republicans, who had obtained limited help from France and 
were receiving growing quantities of supplies from the Soviet Union,!* 
and Spanish Nationalists, relying on German and Italian support, pro- 
vided the background for increasing German penetration of the 
Spanish economy and for further controversies over Hisma-Rowak. 
While Russians and Germans faced one another across the battlements 
of besieged Madrid,*7 the government of the Reich would withdraw 
its representatives from the Republic, join Italy in recognizing the 
Nationalist regime, and conduct vigorous negotiations toward the con- 
clusion of a commercial protocol. 

By a decree of September 29, 1936, the Junta de Defensa Nacional, 
the military group ruling Insurgent Spain, yielded supreme powers to 
General Francisco Franco Bahamonde, naming him Chief of Govern- 
ment of the Spanish State and Commander in Chief of all armed 
forces.48 It was now the responsibility of the new Caudillo not only to 
lead Nationalist Spain in its “defense of world civilization”,“® but also 
to save Spain from the grasping hands of the German ally. In assuming 
the latter responsibility, Franco found himself in a delicate position. 


45 Ibid., p. 88. 

46 TIbid., No. 3 (Ambassador in France to the Foreign Ministry, Paris, July 23, 
1936), p. 4. Ambassador Welczeck stated that he had “learned in strict con- 
fidence that the French Government had declared itself prepared to supply the 
Spanish Government with considerable amounts of war matériel during the next 
few days”. Apparently due to pressure from Britain and from that of Radical 
members of the French Popular Front government, it was decided not to inter- 
vene in such a direct manner but to send initial aid to Madrid through Mexico. 
See Thomas, pp. 213-214, 218-219, and 223-225, for the difficulties faced by 
the French government concerning aid to the Republic. — Apparently some 
Russian planes arrived in Spain as early as mid-September; see German Docu- 
ments, No. 81 (Consul General at Barcelona to the Foreign Ministry, Barcelona, 
Sept. 16, 1936), pp. 89-90. In Liddell Hart, p. 123, Thoma states that Russian 
tanks arrived in Spain at the end of July. For a highly partisan account of early 
Comintern aid to the Republic see W. G. Krivitsky, In Stalin’s Secret Service: 
An Exposé of Russia’s Secret Policies by the Former Chief of the Soviet Intelli- 
gence in Western Europe (New York, 1939), pp. 81-87. 

47 Liddell Hart, p. 123. Thoma spoke of Marshal Koniev as his “opposite 
number” in Spain. 

48 Fl Adelanto, Oct. 1, 1936, p. 1. 

49 A.B.C. (Seville), Oct. 2, 1936, p. 3. In a speech delivered on October 2 
Franco called on all Spaniards to join in the fight in “defensa de la civilizacién 
mundial”. 


24 GERMAN INTERVENTION IN THE SPANISH CIVIL WAR 


His was the task of obtaining all possible aid from the Reich, while at 
the same time preserving his own freedom of action and protecting the 
natural wealth of Spain from an ally which would soon dispel all pre- 
tense of disinterested intervention. The task was difficult, for the Nazis 
were equally determined that their Spanish venture would be a profit- 
able one, and to this end they were prepared to carry out a systematic 
exploitation of Spain’s mineral wealth, regardless of protests from 
London, Paris, or Burgos. Largely isolated diplomatically and faced 
with steadily increasing Republican military strength, the Nationalist 
Caudillo was forced to look to Berlin for help; his Nazi benefactors 
possessed a definite advantage. 

Taking note of a hint dropped by Franco, immediately after his be- 
coming Head of State, that he was willing to enter into “fruitful finan- 
cial and commercial relations with friendly couniries”,°° the Reich 
Economics Ministry began preparing for the negotiation of a trade 
and clearing agreement with the Burgos government — a government 
still not officially recognized by Germany.*! Destined to prove of far 
more immediate importance than the action of the Economics Minis- 
try, however, was that taken by Hitler’s chief deputy, Rudolf Hess. In 
response to a complaint by Goering that he lacked adequate personnel 
to handle the shipment of goods to and from Spain, Hess decreed that 
Goering could have the entire personnel of the Auslandsorganisation 
for this purpose; and Hess mentioned in particular Major iEheed 
von Jagwitz, a leading figure in Rowak and later Under State Secretary 
in the Economics Ministry. Jagwitz, working directly under Goering, 
would be supplied with funds by the Finance Ministry and would be 
closely associated with Herr Bernhardt of Hisma.*? The higher eche- 
lons of National Socialism were coming to the aid of the Caudillo. But 
certainly Hitler, Hess, and Goering were not interested in “playing 
Santa Claus”, and henceforth Franco could expect no aid from Ger- 
many without rendering due compensation. The stage was set for a 
battle between allies that was to be waged throughout the Civil War. 

Just as in July there had been a conflict between the For eign Minis- 
try and the party leaders over the question of intervention itself, there 
was now in October an almost complete lack of co-ordination between 


50 German Documents, No. 91 (Chargé d’Affaires in France to the Foreign 
Ministry, Paris, Oct. 1, 1936), p. 102. 


51 Tbid., No. 98 (Minute by an Official of the Economic Policy Department, 
Berlin, Oct. 13, 1936), p. 110. 
88 [bid., No. 99 (Minute by the Director of the Economic Policy Department, 
Berlin, Oct. 16, 1936), p. 111. 
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the Economics Ministry and Nazi-controlled Hisma-Rowak over the 
question of commercial negotiations. And like the Foreign Ministry, 
the Economics Ministry would be forced to admit the supremacy of 
party policy. It had been the plan of the ministry to send agents to 
Burgos and Seville to conclude a general regulation of German-Spanish 
commercial relations. However, in mid-October the ministry learned 
that economic negotiations with the Franco government, initiated by 
agents of Hisma-Rowak, were already in progress. The ministry could 
only accept the situation and take no steps on its own. 

In discussing the lack of a common policy and the difference be- 
tween the policy actually in force and that desired by himself, State 
Secretary Posse of the Economics Ministry received from State Secre- 
tary Koerner of the Four Year Plan detailed information concerning 
the nature and purpose of Hisma-Rowak. Koerner related that at the 
instigation of Goering a corporation by the name of Rowak had been 
formed in Germany corresponding to the Hisma company which al- 
ready existed in Seville. The purpose of the companies was to regulate 
the flow of Spanish raw materials, and supposedly their activities were 
not to extend to other commodities. Together they possessed a monop- 
oly of purchases and sales. Therefore, if a German exporter wished to 
deliver goods to Spain he must first sell them to Rowak, which in turn 
would sell them to Hisma. To finance its activities, Rowak had been 
extended an initial credit of 3,000,000 RM by the Finance Ministry. 
Koerner believed that Hisma had obtained substantial Spanish credits. 
Already the two firms had assembled a fleet of ships, and for protec- 
tion on the seas arrangements had been made with the Naval Com- 
mand.*4 

With deliveries to Spain sanctioned and even instigated by high- 
ranking Nazi leaders and protected by the Reich fleet, it was clearly 
evident to all that Hitler had pledged Germany to the cause of Nation- 
alist Spain. On October 24, in conversation with Italian Foreign Minis- 
ter Galeazzo Ciano at Berchtesgaden, the Fuehrer confirmed state- 
ments made three days earlier to Ciano by Neurath and agreed to 
render increased military support to Franco, to join with Italy in recog- 
nizing the Nationalist regime immediately after the conquest of 
Madrid, and to take whatever steps necessary to prevent the formation 
of a separate Catalan state. Both Hitler and Ciano denied any territo- 


53 [bid., No. 101 (Minute by an Official of the Economic Policy Department, 
Berlin, Oct. 16, 1936), pp. 113-114. 
54 Thid. 


26 GERMAN INTERVENTION IN THE SPANISH CIVIL WAR 


rial ambitions in Spain.** Less than two weeks later the Condor Legion, 
commanded by General Hugo von Sperrle and with Colonel Wolfram 
von Richthofen as Chief of Staff, arrived in Seville.** 

Both Berlin and Rome soon departed from the second provision of 
the agreement made at Berchtesgaden — i.e., to extend recognition to 
Franco immediately after the conquest of the Republican capital. As 
late as October 30, in answer to an Italian suggestion that official dele- 
gations be sent to Burgos, Foreign Minister Neurath had emphatically 
replied that Germany still insisted on withholding recognition until 
after the capture of Madrid.5? By early November the fall of the be- 
leaguered city was regarded as imminent. The Foreign Ministry draft- 
ed a letter to be sent to the Spanish chargé affaires in Berlin explain- 
ing that Franco’s capture of Madrid made it necessary for the Reich to 
withdraw its diplomatic representatives from the Republic.®* In 
Nationalist Spain the semi-official El Adelanto of Salamanca proclaim- 
ed in bold headlines that the final assault of the city had begun.** But 
such was not the case, for no longer was Madrid defended only by 
poorly disciplined, hastily armed militia units. Late in October Russian 
tanks and aircraft had arrived, and on November 8 the first units of the 
International Brigades marched down the Gran Via toward the front.® 
Madrid was saved. 

With the prospects dimmed for an early capture of Madrid, the 
German government made an abrupt about-face. On November 16 a 


55 Galeazzo Ciano, Diplomatic Papers, ed. Malcolm Muggeridge, trans. Stuart 
Hood (London, 1948), pp. 56-58. 

56 Goerlitz, p. 441, gives the initial composition of the Condor Legion as 4 
fighter-bomber, 4 fighter, 1 reconnaissance, and 2 seaplane squadrons, as well as 
a ground staff, heavy anti-aircraft batteries, and radio units. According to Goma, 
p. 148, the bombers were Junkers 52, the fighters Heinkels 51, and the seaplanes 
Heinkels 59 and Heinkels 50. Apparently the name “Condor Legion” had been 
adopted unofficially by German “volunteers” reaching Spain in late summer and 
early fall; see Schulz-Wilmersdorf, p. 245. 

57 German Documents, No. 113 (Foreign Minister to the Ambassador in Italy, 
Oct. 30, 1936), p. 124. 

58 Ibid., No, 114 (Foreign Minister to the Spanish Chargé d’Affaires [Draft 
note], Berlin, Nov. [n.d.], 1936), pp. 125-126. 

59 El Adelanto, Nov. 10, 1936, p. 1. “Empieza el asalto definitivo a Madrid”. 
60 Thomas, pp. 316, 324; Gabriel Jackson, The Spanish Republic and the Ciwil 
War, 1931-1939 (Princeton, 1965), p. 327, describes these units, totaling about 
3,000 men, as composed mostly of “Germans and Italians, many of them veterans 
of the First World War and of fascist concentration camps, marching with 
absolute precision and singing revolutionary songs”. A competent brief discussion 
of Russian aid and of the arrival and organization of the International Brigades 
is found in Pierre Broué and Emile Témime, La révolution et la guerre d’Espagne 
(Paris, 1961), pp. 337-359. 
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telephone call from the Wilhelmstrasse to the embassy in Rome an- 
nounced the change in policy. Probably motivated by a desire to 
conduct negotiations with Franco through regular diplomatic chan- 
nels * and perhaps to offset the prestige won for the Republic by the 
successful defense of its capital,*? Berlin informed the Italian govern- 
ment that it considered it best not to wait until the fall of Madrid to 
recognize the Nationalist regime. “Rather we intend to declare recog- 
nition sooner, if possible even tomorrow (Tuesday), to announce the 
dispatch of a Chargé d’Affaires to Franco, and to withdraw the present 
Chargé d’Affaires at Alicante as well as the Consul General at Barce- 
lona.” ® Italy, already eager to extend recognition, promptly agreed to 
follow Germany’s lead.*4 

The German Reich announced official recognition of Nationalist 
Spain at 6 P.M., November 18, 1936. “A glorious date in the history of 
Spain”, proclaimed El Adelanto. News of the long-awaited recognition 
brought cheering crowds to the Salamanca residence of the Caudillo. 
Franco spoke of Germany, Italy, Spain, and Portugal as the bulwarks 
of culture, Christianity, and European civilization.® 

On the same day that recognition was announced, Hitler, in the 
presence of Foreign Minister Neurath, received Lieutenant General 
Wilhelm Faupel (Ret.), the director of the Iberian-American Institute 
and an advocate of increased aid to Franco. Faupel was ordered to 
represent the Reich as chargé d’affaires to the Burgos government and 
was charged with the task of advising Franco upon request, of repre- 
senting German interests to the Caudillo, and of keeping Berlin in- 
formed of all developments.®* He also was ordered to concern himself 
“particularly with the extension of commercial relations between Ger- 
many and Spain and to utilize the present favorable moment so that 
England, which was well provided with capital, would not take the 
market away from us at a later stage”.87 With the Reich now represent- 
61 German Documents, No. 103 (Minute by the Director of the Economic Policy 
Department, Berlin, Oct. 17, 1936), p. 116. 
62 This motive is suggested by William L. Shirer, Berlin Diary: The Journal of 
a Foreign Correspondent, 1934-1941 (New York, 1941), p. 69. 


68 German Documents, No. 119 (Foreign Ministry to the Embassy in Italy, 
Berlin, Nov. 16, 1936), pp. 128-129. 

64 Ibid., No. 121 (Memorandum by the Head of Political Division III, Berlin, 
Nov. 17, 1936), p. 131. 

65 El Adelanto, Nov. 19, 1936, p. 1. 

66 German Documents, No. 125 (Memorandum by the Foreign Minister, Berlin, 
Nov. 18, 1936), p. 134. 

67 [bid., No. 132 (Minute by an Official of the Economic Policy Department, 
Berlin, Nov. 27, 1936), p. 142. 
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ed officially in Nationalist Spain by an ardent Nazi, German economic 
penetration would begin in earnest. 

Wilhelm Faupel had had no real diplomatic experience. Yet, as a 
staunch Nazi, a highly decorated soldier, and a man fluent in the 
Spanish language, he seemed an ideal choice for the Salamanca post.** 
Faupel had entered the Kaiser's army at the age of eighteen and had 
served in China and in Southwest Africa. During World War I he won 
the decoration Pour le mérite and for a time served on the staff of 
Field Marshal Paul von Hindenburg. In 1918 he battled Spartacists in 
Dresden, Munich, and the Ruhr, and in 1921 traveled to South America 
where he aided in the reorganization of the armies of Argentina and 
Peru. Since 1934, as director of the Iberian-American Institute, he had 
actively worked for Nazi Germany in South America and Spain.® His 
appointment as chargé d'affaires to Nationalist Spain marked a further 
decrease in the influence of the Wilhelmstrasse; Bohle spoke of him as 
the “first ambassador of the AO in the Foreign Office”.” 

It was not until November 29 that the new envoy arrived in Sala- 
manca. Until that time German diplomatic affairs with Nationalist 
Spain were handled by the former chargé d'affaires in Madrid, Hans 
Voelckers, now temporarily installed in Seville’s plush Andalucia 
Palace Hotel. In his initial report to the Foreign Ministry, Voelckers 
could only state that the political, military, and economic situation in 
Spain was far from favorable. There were sharp political differences 
between the Fascist Falange and the monarchist-clerical Requetés. 
There was rivalry among the generals, and among the working classes 
there were strong revolutionary tendencies. The military situation, too, 
was far from satisfactory, and the Republican government seemed in- 
tent on keeping its promise that Madrid would fall into the hands of 
Franco’s Foreign Legionnaires and Moors “only as a field of ruin and 
carnage”. The economic problems were no less difficult. Still un- 
answered were the questions of how German deliveries were to be 
paid for and how German economic interests would be safeguarded 
and indemnification made after the conclusion of the conflict. Export 


68 The official capital of Nationalist Spain was Burgos; however, during the 
early part of the war, most foreign representatives resided in Salamanca, the 
usual seat of Franco’s headquarters. 

6° Brief biographical sketches of Faupel are found in Roberto Cantalupo, Fu la 
Spagna (Milan, 1948), p. 197; and in A.B.C. (Seville, Dec. 1, 19386), (oh, ao) 
Cantalupo states that in 1916 Adolf Hitler served under Faupel; this, however, 
is disputed by Merkes, p. 68. 

70 Merkes, p. 69. 
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possibilities in raw materials were relatively small and could be in- 
creased only by a considerable capital investment. And always there 
was the danger that nations possessing surplus capital would forge 
ahead of Germany by granting credits to the hard-pressed Franco re- 
gime. Already the Italians had opened negotiations at Salamanca and, 
allegedly, Anglo-Spanish commercial negotiations were under way at 
San Sebastian.” 

Faupel arrived in Salamanca on November 29 and on the following 
day had a “long and affectionate” conversation with Franco.” Imme- 
diately he began negotiations toward the conclusion of a commercial 
treaty. Providing a decided impetus to these negotiations was news 
reaching Berlin from Rome on December 1. Ambassador Ulrich von 
Hassell reported that on November 28 Italy had succeeded in con- 
cluding with Nationalist Spain a protocol whereby the two countries 
assured each other of “all possible preferential treatment with regard 
to goods, merchant shipping, and their respective civil aviation”. Pro- 
vision was made for further negotiations concerning trade and sea and 
air navigation.”* Reaction in the Wilhelmstrasse was immediate and 
angry. Foreign Minister Neurath deplored Italy's action in concluding 
an agreement of such an exclusive nature without first consulting 
Berlin. In view of the close interrelationship of German and Italian 
policy in regard to Spain, and after Ciano’s cordial conversations in 
Berlin and Berchtesgaden, the conduct of Italy appeared unwarranted. 
Neurath was incensed and declared that if Italy were going to obtain 
such extensive rights in Spain, henceforth she would have to shoulder 
the greater burden of aid. And although Franco by accepting the 
agreement apparently had become so tied to Italy that a similar agree- 
ment with any third power was precluded, Neurath made it clear that 
Germany reserved all rights in making demands on the Caudillo — 
rights “which are preponderantly of a commercial character”. 

As 1936 neared its end, the Reich could not but look with dismay on 
its own position in Spain. Compared with that of their Italian allies, 


71. German Documents, No. 128 (Embassy in Spain to the Foreign Ministry, 
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“Embassy . 
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the Nazis’ position was far from favorable. Already Rome had paved 
the way for far-reaching future privileges; in fact, the American am- 
bassador in Berlin, William E. Dodd, could now speak of Spain as an- 
other Albania, i.e., little more than an Italian province.” Probably 
more annoying to Berlin than Italian gains were rumors of Anglo- 
Spanish commercial negotiations. British capitalists, holding extensive 
properties in Spain and traditionally among Spain’s best customers, 
were not likely to sit idly by and watch Germans encroach on their 
interests. As yet, Germany, which had been sending aid to Franco al- 
most since the beginning of the conflict, could show practically no 
gains. German commercial relations with Spain continued to be govern- 
ed by outmoded agreements, concluded during times of peace and 
certainly not adequate to meet present demands. 

Berlin viewed the situation with alarm. Franco was content; he was 
receiving a steady flow of supplies and the services of the Condor Le- 
gion and German tank units, and thus far had not been forced to talk 
of payments, Bernhardt and his associates showed little concern, for 
they were extended liberal credit by the governments of Berlin and 
Burgos and were enjoying a monopoly on the arms traffic between 
Germany and Nationalist Spain. But it was the Reich which was as- 
suming the risks of international conflict, and it was the Reich which 
must receive economic compensation. Ironically enough, the Wilhelm- 
strasse, continuously overruled and thrust aside by the Nazi hierarchy, 
was now forced to take the initiative and give to economic relations 
with Nationalist Spain some semblance of diplomatic stability and 
order. Fearful that the new year would find Germany with no treaty 
covering commercial transactions with Spain, the Foreign Ministry 
proposed on December 28, 1936, that a treaty concluded with Spain in 
March 1936 be extended until March 1937 rather than be allowed to 
expire at the end of December. Although this treaty itself was not at 
all adequate to meet the changed conditions, an extension of it would 
provide for the maintenance of some commercial relations while nego- 
tiations for a more comprehensive agreement were being conducted. 
The German government urged that such negotiations begin at least by 
April 1, 1937, and voiced hope that any treaty adopted would “express 
the readiness of both parties to give trade relations with each other as 
favorable a form as possible and to assure preference in the supply of 
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those goods which are of special interest to them”. The message sent 
to the German embassy in Spain proposing the extension of the March 
1936 treaty and the beginning of negotiations toward a more com- 
prehensive agreement is of considerable interest itself. There were 
no demands made on the Caudillo, and no Nazi threats. Hitler’s Third 
Reich was urgently requesting a commercial treaty and even indicated 
its willingness to agree to changes in past payment procedures if such 
changes were desired by Franco.” 

Germany's task of securing an extension of the trade agreement 
proved to be of no great difficulty, for the Nationalist regime was fully 
aware that a decisive military victory depended to a great extent on 
German support, especially in view of the increased aid being received 
by the Republic. Mussolini had been generous with his Blackshirts, 
but these had not and would not distinguish themselves by their fight- 
ing ability. Doubtless, as the American ambassador to the Republic 
wrote, far more essential to Franco were German war machines and 
German experts to operate these machines and to advise Nationalist 
soldiers on methods of modern warfare.” If necessary, the Caudillo 
would concede much in order to insure the continued support of the 
Fuehrer. With Berlin and Burgos in substantial accord on their mutual 
needs, some form of agreement was almost inevitable. Circumstances 
were favorable, and on the last day of the year, the very day on which 
the earlier agreement was to expire, Chargé d’Affaires Faupel and Sec- 
retary of Foreign Relations Francisco Serrat signed for their govern- 
ments a protocol extending for three months the agreement of March 
1936 and declaring in principle that “the commercial relations between 
the two countries shall henceforth be conducted on as favorable a basis 
as possible, and that preference in supplying such goods as are of 
special interest to the two parties shall be mutually guaranteed”. In 
addition, the Spanish government accepted the German proposal that 
negotiations toward a more comprehensive agreement be initiated at 
least by April 1 and suggested that such negotiations take place in 
Burgos or Salamanca.”* With the signing of this protocol, itself vague 
and hardly binding on either party, Hitler’s Reich had taken a prelim- 
inary step in its attempts to effect an economic conquest of Spain. 
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II 


THE MARCH PROTOCOL: THE ASCENDANCY OF 
HISMA-ROWAK 


Reminiscent of the savage Carlist wars of the nineteenth century, 1937 
broke on a Spain enveloped in bloody civil strife. The old Spain — the 
Spain of the Cid, of the Alhambra, of quiet patios, and of brilliant 
fiestas — had yielded to the new — a divided Spain in which men pro- 
claimed their loyalty either to the Nationalist Caudillo or to the Popu- 
lar Front Republic. For the preceding half year Spain had been 
ravaged by Nationalist and Republican armies. In Republican Spain 
priests and nuns were martyred and churches and convents razed; in 
Nationalist-occupied Spain anarchists and socialists were shot by weary 
firing squads. In Salamanca philosopher Miguel de Unamuno gave 
5,000 pesetas to Nationalist General Mola and called on Republican 
President Manuel Azaiia to commit suicide as an act of patriotism. In 
Barcelona mammoth demonstrations cheered the Soviet Union, and 
Catalan President Luis Companys praised Russia as a great and free 
state which “has opened its heart and held out its hands to us”.2 Soviet- 
supplied planes patrolled the air space above Madrid while over 
Basque villages the German Condor Legion carried out its missions of 
destruction. Italian officers strutted in the streets of Burgos and Seville; 
youthful liberals and Communists from England, France, and America 
guarded the outer defenses of the besieged Republican capital. In 
Moscow Russians “contributed” hard-earned rubles to the cause of 
Spanish workers; from Rome came papal blessings for those soldiers 
fighting to free Spain from the threat of godless Bolshevism. And in 
London the much-criticized Non-Intervention Committee sought vain- 
ly to halt the flow of men and arms to the battlefields of Iberia. 


The chancelleries of Europe, both totalitarian and democratic, greeted 
1937 with a hope that the civil war in Spain would be solved without 
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provoking an international conflict. And events of the early part of the 
year seemed to indicate that the hope was to be fulfilled. From Berlin 
a harried French ambassador could report to his government that 
Hitler had no intention of infringing on the territorial integrity of 
Spain, her Mediterranean holdings, or her African possessions.’ Rome 
and Berlin had replied to the frantic pleas of the British and French 
governments and had agreed, at least in principle, to support a policy 
of non-intervention in the Spanish strife.t The British government con- 
cluded with Mussolini an agreement guaranteeing the maintenance of 
the status quo in the Mediterranean.’ With the diplomatic atmosphere 
of the Continent at least partially cleared and with threatening clouds 
of war apparently in retreat, the statesmen of Whitehall and the Quai 
d'Orsay might well consider themselves saviors of the European peace. 
Chances of success for the well-intentioned Non-Intervention Com- 
mittee seemed favorable, and neutral observers hoped that Spaniards 
alone would be permitted to determine the nature of their government. 

The increased prospects for peace were welcomed in Berlin not only 
by the more cautious Wilhelmstrasse and General Staff but also by the 
Fuehrer and his Nazi lieutenants. Certainly the masters of the Reich 
had no intention of abandoning their Spanish enterprise, even if it 
were possible to withdraw “gracefully — without the loss of prestige”, 
as at least one official of the Wilhelmstrasse had proposed.* But neither 
did Hitler plan to provoke a general war over the Spanish issue. Fol- 
lowing the January conversations in Rome between the Duce and 
Hermann Goering, Count Ciano wrote that “Germany intends to go 
only to the limits of what is possible, thus preventing a general war 
from developing over the complications in Spain”.’? That events in 
Spain would produce no continent-wide armed conflict was thus a 
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virtual certainty, and, although the relative calm of early January was 
soon to be broken, neither the democracies nor the totalitarian powers 
were willing to provoke war. Tensions mounted, however. The failure 
of Germany and Italy to act in full accord with England’s policy of 
non-intervention aroused anger and distrust in London. Violations of 
the maritime rights of neutral nations created fears and suspicions. 
Further straining the relations between London and Berlin was the 
Nazi determination to effect a thorough penetration of Spain’s econo- 
my. Too often Nazi efforts were adverse to British interests. 

On January 30, 1937, the Fuehrer addressed his servile Reichstag, 
and, departing from his usual anti-Bolshevik harangue, declared that 
Germany’s only interest in Spain was the protection of her commercial 
rights. The German people, he said, felt that only the establishment of 
a truly national Spain could bring a strengthening of European 
commercial relationships.’ Hitler's statement contained considerable 
honesty, although there were obviously other reasons for Germany's 
interest in Spain and even in the commercial sphere the Reich wanted 
more than a mere protection of rights. With England and France 
somewhat appeased by promises to respect Spain’s territorial integrity 
and to support a policy of non-intervention, and with Italy supplying 
the Nationalist Caudillo with millions of lire and thousands of Black- 
shirts but thus far gaining little economic compensation,® the attain- 
ment by Germany of her economic ends in Spain without excessive 
expenditure and without provoking a conflict with the democratic 
powers seemed probable. 

Shortly after the signing of the December protocol, the Nationalist 
regime enacted measures which were to have a far-reaching effect not 
only on Germany but on all foreign nations seeking to obtain Spanish 
minerals, Late in August of 1936 the military junta ruling Nationalist 
Spain had decreed state control over all mineral resources.1° Now the 
Junta Técnica, which served as a kind of cabinet for the Caudillo, 
undertook to give force to this decree. On January 4, 1937, General 
Fidel Davila, President of the Junta Técnica, ordered the establishment 
in each provincial capital of a Junta Reguladora de Importacién y Ex- 
portacion and, by a subsequent decree, ordered these juntas to super- 
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vise all exports originating in areas under their jurisdiction."! A step of 
far greater importance was taken on January 22 when the Junta Técnica 
proclaimed that only the Executive Committee of Foreign Commerce, 
an agency of the Commission of Industry, Commerce, and Supplies, 
could authorize the exportation of olive oil, wine, hides, wool, iron 
ores, lead, pyrites, mercury, zinc, and copper.!? Clearly the Nationalist 
authorities were determined to exercise a closer control over those 
possessions which gave them a tremendous bargaining power with the 
outside world. During the next two years the German ally would make 
extensive demands, but Franco would prove himself generous only 
when such a course was called for by military necessities. 

The December protocol provided that Germans and Spaniards 
should begin talks on economic and commercial matters at least by 
April 1, 1937. Chargé d’Affaires Faupel wasted no time in initiating 
negotiations. Already unpopular in Salamanca because of his ill- 
concealed dislike for Franco, his pronounced anti-Catholicism, and his 
suspected contacts with left-wing, working-class Falangists,!* he was 
to increase his unpopularity by continued insistence on mining con- 
cessions. On one occasion he would so anger Franco by these demands 
that the Caudillo allegedly would declare his preference for losing all 
German support rather than surrendering a single particle of Spanish 
mineral wealth. Despite their mutual dislike, however, Franco and 
Faupel needed each other. On January 6, 1937, the Spaniard accepted 
an offer of more German matériel, and on the following day Faupel 
urged his government “to take advantage of the favorable situation 
thus created to conclude agreements of a political and economic na- 
ture as soon as possible”. He suggested too that the “very close person- 
al relations” of Herr Bernhardt of Hisma with General Franco and 
with the influential Nicolas Franco be utilized in negotiating economic 
agreements.!® Shortly afterwards, on January 12, the Wilhelmstrasse 
was warned by Faupel that increased Italian military aid to the Cau- 
dillo would probably result in a further increase in Italy’s influence. 
“For this reason”, Faupel continued, “it would seem to be to our in- 
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terest to conclude negotiations about economic and compensation 
questions before this development has become clearly apparent”. If 
Germany was to establish economic mastery over Spain, speed was 
essential.16 In Berlin the Fuehrer gave enthusiastic support to the pleas 
of his envoy and ordered immediate negotiations.” 

Hitler’s order resulted in the sending of a telegram to Faupel in- 
forming him that a German delegation would arrive in Salamanca or 
Burgos on or about January 25. The chargé daffaires was requested to 
“make sure that by that date the Spanish negotiators will also be ready 
for negotiations on a full-time basis, so that the German delegation 
need not stay there too long”. Perhaps already there was fear among 
party officials that protracted negotiations would result in Spanish in- 
sistence on an agreement less favorable to the monopolistic position of 
Hisma-Rowak. Dr. Theodore Wucher of the Finance Ministry would 
lead the delegation. With him would go representatives from interest- 
ed ministries, as well as a representative of Rowak, either Eberhard 
von Jagwitz or Friedrich Bethke. Naturally the delegation would rely 
on the closest collaboration of Herr Bernhardt of Hisma.'8 

The negotiations in Salamanca were conducted against a back- 
ground of a continuing and bloody civil war — the course of which 
now seemed to indicate that Germany was supporting a certain 
winner. Nationalist planes were bombarding the Republican capital; 
Insurgent forces had made great gains in the vicinity of Cordoba and 
had captured large numbers of guns and trucks. Most important, 
columns of Requetés, Legionnaires, Moors, and Italians pushed toward 
Malaga and entered the devastated city on February 8.1 On February 
9 Franco called on all Spaniards to follow him along the road to vic- 
tory — along the road to a Spain “wna, grande e inmortal”.2° Two days 
later Hitler and Mussolini raised the status of their diplomatic repre- 
sentation in Spain, and on March 2 Faupel entered Salamanca’s an- 
cient Plaza Mayor, now liberally bedecked with swastikas, and pre- 
sented his credentials to the Caudillo.24 Encouraging to Berlin was 


16 Tbid., No. 196 (Chargé d’Affaires in Spain to the Foreign Ministry, Salamanca, 
Jan. 12, 1937); p. 219: 

17 Tbid., p. 219. Note attached to document no. 196, dated Jan. 15, 1937, and 
pee by Dr. Hans Lammers, State Secretary and Chief of the Reich Chan- 
cellery. 

18 Ibid., No. 206 (Director of the Economic Policy Department to the Em- 
bassy in Spain, Berlin, Jan. 16, 1937), p. 228. 

19 A.B.C, (Seville), Feb, 9, 1937, p. 3. 

20 Ibid., Feb. 10, 1987, p. 7. 

"1 El Adelanto, March 4, 1937, p. 1. 


THE MARCH PROTOCOL By 


Faupel’s report that Germany, as a result of her increased aid to 
Franco, was enjoying great prestige and popularity among the Nation- 
alist population. Faupel could tell of hearing cries of “Viva Alemania” 
and “Viva el Fuehrer” from the throats of Falangist soldiers. Even the 
ultra-clerical Carlists had affirmed their sympathy with the Third 
Reich.” The time thus seemed opportune for Germany to reach to- 
ward her economic goals, and eager to take advantage of this situation 
was Nazi-dominated Hisma-Rowak. The efforts of Hisma-Rowak were 
to meet with considerable success, but there were obstacles to be con- 
fronted. The first arose as a result of Franco’s confiscation of British- 
owned copper. 

The revolutionary events in Spain in the summer of 1936 and the 
preceding months of near anarchy had brought great peril to the ex- 
tensive Iberian interests of English mining firms. At the outbreak of 
the Civil War, Englishmen controlled almost the entire copper output 
of Spain and possessed valuable holdings in the iron mines of the 
Basque country. A London firm owned the sprawling Rio Tinto copper 
fields. A Glasgow corporation controlled the rich Tharsis Sulphur and 
Copper Mines, and English capital was heavily invested in iron and 
manganese property in Spanish Morocco.”8 But soon after the opening 
of hostilities, English mine owners found their position precarious. The 
Nationalist junta proclaimed state control of Spain’s mineral resources, 
thus making mining products subject to confiscation, Possessing almost 
no foreign exchange and little industry, Nationalist Spain was forced 
to rely heavily on German aid and to pay the price demanded for this 
aid. The price was high — Spanish ores to hasten the rearmament of 
the Reich. 

It is impossible to pinpoint the date Franco began sending ores to 
Germany, but certainly by early September some copper, probably 
confiscated from the Rio Tinto mines, had been dispatched to the 
Reich.24 By the close of 1936 knowledge of such shipments was wide- 
spread. Late in December the American consul in Seville wrote to his 
superiors in Washington that Germany, in addition to having demand- 
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ed 30,000 tons of olive oil, had exacted a contract for 300,000 tons of 
iron ore from Spanish Morocco.” And shortly afterwards, Ambassador 
Bowers, now residing in Saint-Jean-de-Luz on the French border after 
his flight from besieged Madrid, informed Secretary of State Cordell 
Hull that “it is commonly understood that wherever the insurgents are 
in possession of mineral sections, the minerals are being sent in large 
quantities to Germany — probably in part payment for the German 
army”.26 A correspondent of the News Chronicle reported shipments 
of iron and manganese to Germany and concluded that while Franco’s 
debt to Germany was thus reduced, “the British capitalist is left to col- 
lect the money where best he can”.27 A London Times correspondent 
described in some detail German economic activity in Morocco: 


Evidence of German economic activity may be found in the unusual move- 
ments of shipping in recent weeks. Melilla is the chief port of call for 
German cargo steamers, which bring war material such as tanks and aero- 
planes and go home laden with iron ore from the mines of the Rif, now 
being organized by German technicians. Between December 11 and Decem- 
ber 23 cargo steamers arrived at Melilla at the rate of one a day.... 

The Rif mines and the less important lead mines near Melilla are being 
reorganized by German experts, and the bulk of their produce, it is 
believed, is now going to Germany. The principal agency for this trans- 
action appears to be the Hisma Company, which has headquarters in 
Tetuan and has a large German staff.?8 


With the Caudillo relying to a considerable degree on German aid 
and with the Nazis demanding large quantities of ore, it was perhaps 
inevitable that the mineral-hungry Reich should come into conflict 
with English mining enterprises, the greatest of which was the Com- 
pania de Rio Tinto. 

The copper fields of Rio Tinto sprawled over 32,000 acres near the 
ancient Andalusian city of Seville. An enterprising English company 
had bought the ore-rich area in 1873 from the strife-torn, short-lived 
Spanish Republic for the moderate sum of 92,800,000 pesetas. Since 
then profits had been enormous, and the mines more than repaid their 
original cost in any two years of the 1920's. In recent years the compa- 
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ny had paid its shareholders as much as £& 4,000,000 annually.2® But 
following the Popular Front elections in F ebruary 1936 conditions at 
the mines had become chaotic and company officials were forced to 
pay wages to men for whom they had no work.*° Nationalist columns 
occupied the mines on August 26, 1936, and although operations were 
resumed within a few days, the watchful vigilance of fascist soldiers 
and the continued low price of shares seemed to indicate at least a 
temporary end of the prosperity of Rio Tinto.*1 

In mid-January 1937 officials of the beleaguered Rio Tinto Company 
announced in London that their copper output in Spain was being 
requisitioned by Franco and sold to Germany. As compensation the 
company was receiving only about half the value of its products. Ac- 
cording to Rio Tinto spokesmen, the Tharsis Sulphur and Copper 
Company and a French company operating in Andalusia were under- 
going similar treatment. Following this announcement the price of 
copper shares, gradually increasing since the preceding November, 
dropped again.** But neither Sir Aukland Geddes, chairman of Rio 
Tinto, nor Sir Andrew McFadyean, commercial director of the mines, 
requested the aid of the London government. That they did not caused 
at least one Republican sympathizer in America to ask if “an inter- 
national capitalist understanding [had] been reached with Franco and 
his German and Italian backers?” 38 

The nature of Franco’s handling of Rio Tinto copper is revealed in 
correspondence between the Wilhelmstrasse and Chargé d’Affaires 
Faupel. This correspondence also indicates the actual makers of Ger- 
many’s economic policies in Spain. On January 15, 1937, the day fol- 
lowing the London announcement of the requisitioning of Rio Tinto 
products, Faupel received from Baron von Weizsicker of the Foreign 
Ministry a request for information: 


We should be grateful to receive information on the agreements regarding 
the Rio Tinto Mines. We have heard from the Army Economic Planning 
Staff that it is a question of agreement between Franco, the British, and us, 
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placing 40 per cent of the total output of the mines confiscated by Franco 
at the disposal of the British, and 60 per cent at our disposal. Of this 
amount we are supposedly obligated to give 20 per cent to Franco. Ac- 
cording to other reports disseminated by the British press, official investiga- 
tions undertaken by the British reveal that the products of the Rio Tinto 
Company and the Sulphur and Copper Company of Glasgow had been 
confiscated by the Franco Government and resold to German manufac- 
HDERENIS, Go Ce 


Not until January 21 did the Wilhelmstrasse receive further informa- 
tion concerning Rio Tinto. A telegram from Faupel explained that the 
Nationalist government reserved for itself full freedom of action in the 
distribution of mineral products. The government was seizing Rio 
Tinto ores, but instead of selling to German manufacturers, the 
Caudillo was negotiating with Hisma. Already Hisma had obtained a 
written promise from Franco that it would receive 60 per cent of the 
Rio Tinto production; a final contract was to be signed soon, and Herr 
Bernhardt wanted no interference from the Wilhelmstrasse.®* 
Germany had intervened in the Spanish struggle at the urging of 
party leaders and against the advice of the Foreign Ministry; it was 
Bohle and Bernhardt, not Neurath or Weizsicker, who were making 
demands for Spanish ores. But it was the Wilhelmstrasse which was 
forced to assume responsibility and to deal with angry foreigners. Al- 
though officials of Rio Tinto had made no request to their government 
for action, London nevertheless initiated a protest on their behalf to 
Berlin. On February 4, 1937, J. M. Magowan of the Commercial 
Department of England’s Berlin embassy called at the Wilhelmstrasse 
and presented Rio Tinto’s claim against the Reich. According to 
Magowan, the company had reported to the British government that 
2,120 tons of copper precipitate had been seized by the Nationalists 
and subsequently shipped to Germany; another 500 tons of confiscated 
minerals were lying at the port of Huelva awaiting shipment. Because 
the seizure of the mining products constituted an illegal act, in which 
the Reich was involved through acceptance of the confiscated copper, 
His Majesty's government was both presenting and supporting the 
claims of Rio Tinto. The company demanded full compensation, either 
by the return of the copper or by payment in pounds sterling. Magow- 
an continued his protest by reminding the German government that 
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the total output of the Rio Tinto mines, apart from Spain’s own re- 
quirements, had always gone to the company’s refineries in Port 
Talbot, Wales; but since October no deliveries had been received. The 
copper refineries were an important element in the British economy 
and, Magowan pointed out, it would make an unfavorable impression 
on the public if their closing were attributed to “circumstances beyond 
our control” for which Germany was partly responsible. The English- 
man then emphasized the sixty years of friendly relations enjoyed by 
Rio Tinto with German firms interested in Spanish copper — notably 
I. G. Farben and the Metallgesellschaft — and added that British and 
German firms had worked harmoniously in the European Pyrites 
Corporation. But when Magowan requested a statement of the German 
attitude toward the claim and implied that Rio Tinto officials were 
ready to enter into direct negotiations with the Reich or with the Ger- 
man firms concerned, he received nothing more than a promise that the 
matter would be studied and that he would be informed.** Doubtless 
the Wilhelmstrasse was in no position to promise more. 

The acquisition by Hisma of Rio Tinto production marked the first 
major relinquishment by the Caudillo of foreign-owned mineral re- 
sources. Franco’s promise to deliver large quantities of ores to Hisma 
is of significance not only because of German gains at the expense of 
British interests, but also because the entire negotiations were con- 
ducted by officials of Hisma while the Wilhelmstrasse apparently re- 
mained in near-total ignorance. The British, receiving far less than the 
value of their confiscated products, were forced to watch the crafty 
Bernhardt obtain minerals which ordinarily would have found their 
way to English refineries. And officials of the Wilhelmstrasse, making 
plans of their own for commercial negotiations with the Nationalist 
government, were presented with a fait accompli. In a very real sense 
the nature of German-Spanish commercial relations was already es- 
tablished; the minerals of Spain were promised to Hisma-Rowak and 
there was apparently little to be gained by further negotiations be- 
tween the Wilhelmstrasse and the Nationalist government. 

General Franco’s efforts to satisfy German demands for ores were 
manifested not only in the confiscation of mining products in areas 
under Nationalist rule, but even in acts of piracy.37 Throughout the 
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early months of 1937 the hard-fighting Basques successfully defended 
their lands from Nationalist invasion and they continued, as they had 
done for years, to ship the greater part of their mineral products — 
chiefly iron ores — to refineries in England.** In recent years the big 
port of Bilbao had supplied about 7 per cent of the iron ore for Eng- 
land’s armaments program.®® Doubtless this always important source 
of supply was now even more important to British industry as a result 
of extensive German gains in Morocco. But if the Nationalists were to 
resort to piracy even this source was insecure. 

On March 10, 1937, the English House of Commons heard Mr. 
Mander, member from Wolverhampton, angrily demand an explana- 
tion of “the ships from Spain loaded with iron ore for Great Britain 
which have recently been stopped by the rebels, the crews changed, 
and the ships sent on to Germany”. The ore had been paid for by 
British firms and was urgently needed by British industry. Mr. Mander 
demanded to know what action the government had taken. The Secre- 
tary of State for Foreign Affairs, Anthony Eden, replied that Britain’s 
ambassador to Spain, who now resided in Hendaye, had been instruct- 
ed to issue a protest to Salamanca and “to state that His Majesty's 
Government reserve the right, if necessary, to claim damages”.*° On 
March 15 Viscount Cranborne, speaking for Eden, reported that 
protests had been made and that the Nationalist government would be 
informed that in the future no such action would be tolerated as it had 
no justification under international law.*t If Bowers is to be believed 
in his allegation that Sir Henry Chilton, Britain’s ambassador, was a 
violent opponent of the Spanish Republic, one may doubt that the 
protests directed at Salamanca were of great severity; and apparently 
nothing was said to the Berlin government. Nevertheless, presumably 
because of Franco’s reluctance to antagonize London, there seem to 
have been no further confiscations of British property on the high seas. 
The incident of piracy passed and evidently left no significant after- 
math, but it demonstrated the extreme measures that the Caudillo was 
willing to take in order to place Spanish ores in Nazi hands and thus 
insure the continuation of German aid. 
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Besides the hostility of profit-conscious British capitalists supported 
by their government, German efforts to gain control of Spanish 
mineral resources confronted the gradually increasing resentment of 
influential Spaniards, especially members of the powerful Junta 
Técnica. Through the monopolistic practices of Hisma, Germany had 
gained far more from the Spanish enterprise than had Italy, and at far 
less expenditure.*® Bernhardt’s and Hisma’s efforts to strengthen this 
already privileged position, however, were destined to clash with the 
determination of some Spaniards to prevent any further domination of 
their country’s economy by a foreign power — even though this power 
was an indispensable ally. The disagreement in January 1937 over the 
question of foreign exchange acted as a kind of prelude to Nazi- 
Nationalist controversies which endured throughout the war. 

On January 26, 1937, Admiral Canaris, Director of the Intelligence 
Department of the German War Ministry and an active participant in 
German-Spanish affairs, summoned Alexander von Doernberg of the 
Foreign Ministry to a meeting with Augusto Miranda, a Spanish arms 
dealer now residing in Berlin. Sefor Miranda spoke quite frankly to 
his German callers. According to the Spaniard, Bernhardt had recently 
called on General Franco and, implying that he acted in a semi-official 
capacity, had told the Caudillo that all foreign exchange available to 
the Nationalist government must be placed at the disposal of Hisma. 
Bernhardt had expressed the belief that the demand was not unreason- 
able, “in view of the extraordinary services that Germany had render- 
ed General Franco in the past”; this view was supported by Faupel. 
But Nicolas Franco and Sefior Miranda himself had urged the Caudillo 
not to accept it.44 Miranda pointed out that if the Nationalist govern- 
ment applied its foreign exchange to deliveries of matériel from Ger- 
many, the small amount would be “lost in the general reckoning”. If, 
however, Franco were allowed to dispose of his foreign exchange as 
he wished, he could buy additional arms not only from Germany but 
also from manufacturers in England and Holland. Furthermore, 
Miranda argued, Bernhardt was not an arms dealer, whereas Franco’s 
Spanish appointees to the task had been in the arms business for years. 
Miranda concluded his arguments by stating that Franco’s foreign ex- 
change had been supplied almost entirely by “Spanish patriots and 


43 German Documents, No. 207 (Chargé d’Affaires in Spain to the Foreign 
Ministry, Salamanca, Jan. 18, 1937), p. 229. 

44 Ibid., No. 213 (Memorandum by an Official of Political Division I, Berlin, 
Jan. 26, 1937), pp. 233-234. 


44 THE MARCH PROTOCOL 


friends of the Spanish cause who would not understand it if their 
money were used to give Herr Bernhardt a monopoly position in for- 
eign exchange questions”. The director of Hisma enjoyed little popu- 
larity in the ruling circles of Burgos and Salamanca.** 

Miranda’s statements were received with considerable skepticism 
by Berlin officials, and State Secretary Koerner of the Four Year Plan 
branded them “improbable”.4* A conversation with Bernhardt on 
January 28 convinced Dr. Karl Ritter, director of the Economic Policy 
Department of the Wilhelmstrasse, that although Miranda's statements 
did contain some truth, they failed to give an accurate view of the 
Spanish situation. During the conversation, Bernhardt argued that 
whereas the Caudillo seldom paid cash for German deliveries of maté- 
riel, he was at the same time making cash payments in foreign ex- 
change to suppliers of matériel from other countries. In these trans- 
actions his chief agent was Senor Miranda. Bernhardt said he had 
recently requested that Germany be the exclusive recipient of any pay- 
ments the Nationalist government could possibly make. Because of the 
extensive aid which he had received from the Reich, it was only just 
and right that the Caudillo use whatever foreign exchange he possessed 
in a way beneficial to his German allies, Bernhardt said. Furthermore, 
he argued, Franco had no need for matériel in excess of that supplied 
by Germany.‘7 

Bernhardt was successful in presenting his views. Ritter wrote of the 
conversation: 


I definitely have the impression that Herr Bernhardt made his justified 
demand in a form that cannot give offense to Senor Franco. So far as I 
was able to clarify the matter in conversation with Bernhardt, it is largely 
a question of a certain business jealousy on the part of Sefior Miranda.‘8 


Perhaps Dr. Ritter was correct in speaking of Miranda’s “business 
jealousy”, but it seems probable too that Herr Bernhardt had lost his 
earlier inclination to “play Santa Claus” to the Caudillo. And it seems 
even more probable that this crafty Nazi businessman never had such 
an inclination. German insistence on gaining Spain’s small supply of 
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foreign exchange was apparently only a method of insuring that a 
Franco victory would remain dependent on German supplies — sup- 
plies which the Nationalist regime could secure only by surrendering 
large quantities of Spain’s mineral resources. 

Already Franco had found that Germany was not the answer to all 
his needs. From the United States — from the Texas Company and 
from Standard Oil — he was obtaining three-fourth of his oil and gas- 
oline supplies and, although much of this was delivered on credit, he 
needed cash to obtain additional supplies from British and Belgian 
firms.*® Likewise, by May 1938, the Nationalists had obtained only 
1,800 trucks from Germany and 1,200 from Italy, while a total of 
12,000 Ford, Studebaker, and General Motors trucks had entered 
Nationalist harbors from the United States — all paid for in cash, and 
at a price far lower than that demanded by German and Italian ex- 
porters.°° Thus, while Franco remained, and would continue to re- 
main, in need of German arms, he was not in the position of a helpless 
beggar. He had found it not only possible but more economical to 
obtain essential supplies from countries other than Germany. As the 
war progressed and as the Nationalist military position continually 
improved, so also would the Nationalist position in the world econo- 
my, and Franco would find it in his power to grant or withhold com- 
mercial privileges as he chose. Already even the anti-Nationalist 
French government was seeking to open trade relations — probably in 
an effort to obtain needed pyrites — only to find itself rebuffed. 

With the foreign exchange controversy creating ill-will and with 
Franco demanding more military equipment, officials in the 
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Wilhelmstrasse continued making plans of their own for the commer- 
cial negotiations supposedly in progress with Nationalist Spain but 
currently stalled for lack of a clearly defined German policy. In order 
to formulate a definite German policy, a conference of “principal 
officials” was called for February 26. For the benefit of these officials, 
Felix Benzler, Deputy Director of the Economic Policy Department of 
the Foreign Ministry, drew up a memorandum designed to acquaint 
them fully with the treaty regulations governing German-Spanish 
commercial relations. Benzler also reviewed the methods presently 
employed in conducting trade with Spain and listed arguments both 
for retaining and for changing these methods. Three treaties, the 
first concluded with Spain’s last Bourbon ruler and the latter two 
negotiated with the leaders of the Republic, provided the legal basis 
for German-Spanish commerce. Following Hitler's recognition of the 
Burgos regime these treaties were regarded as applicable to National- 
ist Spain rather than to the Madrid Republic. The commercial treaty 
of May 7, 1926, had granted most favored nation treatment in Ger- 
many to Spain’s fruits, olive oil, and wines; *4 an extension of this 
agreement had been approved on December 2, 1934.°° The 1926 
treaty had been in part repealed by a commodity agreement signed in 
March 1936. The latter agreement, however, continued to insure a 
considerable German-Spanish trade and even provided for the ship- 
ment of a limited amount of Spanish iron to the Reich — probably as a 
result of the recent establishment of German mining firms in Spanish 
Morocco. It was for the extension of this agreement that delegates of 
Germany and Nationalist Spain met in Salamanca in December 1936. 
A third treaty concerning methods of payment had been concluded on 
December 31, 1934, but had been practically inoperative for lack of 
implementing legislation.*7 Thus, in February 1937 Germany’s com- 
mercial relations with Spain were, in theory, regulated primarily ac- 
cording to the agreement of March 1986 and its extension concluded 
the following December. In reality, of course, these agreements had 
been abandoned, and German-Spanish commerce was governed only 
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by the limits of Bernhardt’s ability to gain raw materials from Franco 
in exchange for arms. 

The greater portion of Benzler’s lengthy memorandum was con- 
cerned with the position of Hisma-Rowak. The practices of these firms 
had aroused considerable discontent, and many Germans and Span- 
iards were demanding an end to their virtual monopoly of trade. 
Nevertheless, Benzler contended, there were persuasive arguments in 
favor of retaining the present arrangements. First of all, it could not 
be denied that Hisma-Rowak had succeeded in placing Germany a- 
head of all other countries in the Spanish trade and in gaining for the 
Reich the greater part of Spain’s mineral exports. Secondly, to insure 
the delivery of raw materials to Germany required steady pressure on 
the Franco government, which preferred to sell raw materials to other 
countries in return for foreign exchange. And Bernhardt had at his 
disposal “suitable means of pressure through special deliveries” by 
which he was able to secure the co-operation of the Caudillo. Finally, 
there seemed no valid reason for increasing German exports to Spain 
above the volume which Hisma and Rowak were able to handle. Al- 
ready deliveries by these companies had resulted in the accumulation 
of such a large credit balance in favor of the Reich that it would require 
many years to liquidate it, either by further deliveries of Spanish prod- 
ucts to Germany or by German participation in Spanish enterprises.** 

In spite of the successes obtained by Hisma-Rowak, there were 
strong arguments for changing the present arrangements and con- 
cluding new agreements with Franco. Foremost was the desire of 
German firms to restore normal commercial relations and terms of 
payment, with transactions to be independent of Hisma and Rowak 
and with no commission payments to Bernhardt.*® Another argument 
was the currently favorable situation for German capital. Franco, still 
relying on German deliveries, would presumably be prepared to grant 
more concessions now than at the end of the war. Furthermore, the 
absence of a definitive treaty increased the possibility that Franco at 
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some later date might reach other foreign agreements harmful to Ger- 
man commercial interests. Also to be considered were the demands 
voiced by various Nationalist leaders for the establishment of more 
normal trade procedures. Finally, the protocol of December 31, 1936, 
had specifically provided that negotiations toward new agreements 
begin by April 1, 1937. However, such agreements would have little 
effect unless a payments agreement were concluded simultaneously.” 

So long as no new agreement was reached concerning methods of 
payment for imports and exports, the monopoly of Hisma-Rowak 
would necessarily remain in effect. Quite obviously, therefore, the 
Nazi leaders of these companies opposed the negotiation of new agree- 
ments which would destroy or seriously weaken their position. In their 
opposition they relied on the powerful support of Hermann Goering. 
Already, however, high ranking Reich officials argued over the issue. 
Hjalmar Schacht, President of the Reichsbank, demanded the imme- 
diate normalization of the Spanish trade. Siding with him were the 
Finance Ministry and the Food Ministry, although the latter had ap- 
parently become reconciled to the present arrangements. The Wil- 
helmstrasse, too, had agreed to tolerate the privileged position of 
Hisma-Rowak, but only so long as “abnormal conditions in Spain 
continue” .® 

With the Reich obligated by the December protocol to negotiate 
new agreements, the real question was whether to conclude a payments 
agreement which would make them truly effective. The failure to 
negotiate an effective treaty would leave unfettered the activities of 
Bernhardt, Jagwitz, and Bethke. And yet, there was apparently no 
intention of infringing too severely on Hisma-Rowak. Herr Benzler’s 
memorandum stated: 


There is unanimity, moreover, that Rowak/Hisma are not to be excluded 
in the conclusion of such an agreement. The question is, whether a privi- 
leged position (no monopoly, however) could perhaps continue to be given 
them within the framework of a payments agreement, possibly with regard 
to some products that are especially vital to Germany (ores). 


Even if it should be decided not to conclude a payments agreement, it 
would still be well to conduct negotiations with the Franco govern- 
ment; several problems awaited settlement. A major one — and one 
destined to haunt the rulers of Germany and Nationalist Spain even 
after the end of the Civil War — concerned “the form in which the 
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claims arising from the special deliveries by Germany can be liqui- 
dated”.® 

The conference for which Benzler had prepared his detailed memo- 
randum was held during the last days of February. It was dominated 
by party leaders and ended in a complete victory for Hisma-Rowak. 
Although accused, by none other than Goering, of having demanded 
excessive commission payments, the directors of Hisma-Rowak e- 
merged from the conference with their monopolistic position unshaken 
and yielded nothing to German firms wishing to embark on Spanish 
business enterprises. The conference accepted a proposal advocated 
by Jagwitz, a director of Rowak, and by a unanimous vote it was de- 
cided to conclude no kind of trade agreement with Spain at the present 
time. Also accepted was a motion that any future agreement must have 
the prior approval of Goering — himself one of the founders of 
Rowak,® Party and AO policy prevailed and Bernhardt remained 
master of Spanish trade. 

The triumph gained by Hisma-Rowak appeared complete. But there 
could be little doubt that, although for the moment crushed, there yet 
existed considerable opposition to a system which placed Spanish 
trade in the hands of a small group of AO and party officials while 
excluding other firms. Hisma-Rowak had no intention of sharing the 
lucrative enterprise. Even the feeble bids for Spanish hides and timber 
made by several private German firms had only resulted in the 
Spaniards’ demanding higher prices for their products. Officials of 
Hisma-Rowak, therefore, demanded an end to all private business 
contacts with Nationalist Spain. Determined to safeguard the suprem- 
acy of Hisma-Rowak, they were not averse to resorting to subterfuge. 
A recent request by the Junta Técnica for the conclusion of new agree- 
ments was explained as resulting from pressure directed on the Junta 
by the Deutsche Uberseeische Bank which allegedly wished to re- 
establish economic ties with Spanish businessmen.** Perhaps the 
Wilhelmstrasse would recall this allegation when early in May it learn- 
ed that not only the Junta Técnica but also Nicolas Franco were de- 
manding the conclusion of new commercial agreements. 
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In spite of discontent in both Germany and Spain, Hisma-Rowak at 
present justly claimed the victory — there was to be no trade or pay- 
ments agreement with Nationalist Spain. Nevertheless, the protocol of 
December 31, 1936, had stipulated that negotiations for the purpose of 
modifying earlier agreements to meet wartime conditions would begin 
not later than April 1, 1937. Thus, although German policy was already 
decided and no modification of current commercial relations could be 
accepted, it was necessary to make some pretense of negotiating. 
Jagwitz, the vigilant guardian of the interests of Hisma-Rowak and 
one who had scoffed at reports that Spaniards wished to end the 
monopoly system, strongly advised that negotiations be completed as 
quickly as possible and that the Nationalist Junta Técnica be given no 
opportunity to intervene.% 

On March 20, 1937, a secret protocol was signed by Ambassador 
Faupel and Spanish Chief of State Francisco Franco. Expressing the 
desire of the German and Spanish governments “to lay down even now 
the guiding principles for their future relations”, the protocol in reality 
initiated nothing new in the relations between Berlin and Burgos. 
There were vague provisions for consultations regarding “the threaten- 
ing dangers of Communism” and “questions of international policy”. 
Each government pledged itself to participate in no treaty with any 
third power which was aimed directly or indirectly against the other 
country. In the event one country was attacked, the other would main- 
tain benevolent neutrality. The economic clause, the formulation of 
which had aroused so much controversy not only between Germans 
and Spaniards but among Germans themselves, was little more than a 
restatement of that adopted the previous December: 


Both Governments are agreed in their desire to intensify the economic re- 
lations between their countries as much as possible. In this manner they 
affirm their purpose that the two countries shall henceforth cooperate with 
and supplement one another in economic matters in every Way. 


As had previously been agreed, the two governments promised “at the 
proper time” to regulate their commercial relations by a special trea- 
Tyan! 

The March protocol left untouched the position of Hisma-Rowak. 
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German industry needed Spanish ores, and Franco’s soldiers needed 
German arms. In the absence of adequate trade agreements only 
Hisma-Rowak could meet these mutual needs. Bernhardt had gained a 
valuable victory in obtaining Rio Tinto ores. He had won the support 
of the Reich bureaucracy in his demand for Franco’s foreign exchange 
and he had emerged triumphant over Germans and Spaniards who 
sought to destroy his commercial monopoly. But the victory of Hisma- 
Rowak was to be subject to continuous attacks. Although German op- 
ponents would soon be effectively silenced, for the remainder of the 
war Bernhardt would be forced to defend his position against deter- 
mined British capitalists supported by their government and against 
proud Spaniards who, while eager to accept the aid of Nazi Germany, 
were not at all eager to see the mineral wealth of their already devas- 
tated country shipped to German shores. 


Ill 


THE PROTOCOLS OF JULY 1937: A TRIUMPH 
FOR GOERING AND BERNHARDT 


On the eve of the second year of war in Spain, Salvador de Madariaga, 
distinguished author and diplomat, called upon his countrymen, 
Republican and Nationalist alike, to end the Iberian strife and to work 
toward the establishment of a just peace. 


Both fight for an ideal. But has not enough blood and treasure been 
sacrificed to such ideals however high they may be? Both are moved by 
noble patriotism toward a better Spain — in their eyes. But while fighting 
for an ideal Spain are they not destroying that real Spain without which 
their ideal nation cannot materialize? 


Sefior Madariaga, the Spanish Republic's first representative to the 
League of Nations, urged both sides — “in and out of Spain” — to place 
above their own political passions the life and blood of Spain “whose 
destinies and whose contribution to world life are more precious than 
political theories, which, after all, are mere uncertain ephemeral forms 
of our faltering human thought”.1 

Madariaga’s plea came at a time when any peaceful settlement of 
the Spanish conflict appeared distant, and there was yet a danger that 
foreign participation in the struggle would lead to greater international 
complications. Spring and early summer of 1937 were months of ten- 
sion, not only for war-weary Spaniards but also for the statesmen of 
Europe who sought to preserve continental peace. British leaders 
strove vainly to make non-intervention a reality, but the pro-National- 
ist policy of the fascist dictatorships and the aid rendered the Republic 
by Soviet Russia and to a lesser degree by France made of non-inter- 
vention a meaningless farce. Count Grandi’s refusal to discuss the 
withdrawal of Italian troops from Spain was followed by new Soviet 
allegations against Mussolini’s submarines. The aerial attack on the 
warship Deutschland resulted in a German naval bombardment of the 
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port of Almeria and the temporary withdrawal of Germany and Italy 
from the naval control scheme and the Non-Intervention Committee. 
When the sub-marine attack on the cruiser Leipzig caused German 
tempers to flare, Prime Minister Chamberlain expressed fear that such 
incidents would cause an “avalanche”.2 

Against this background of futile diplomacy, harsh accusations, and 
abject compromises, the Spanish Civil War raged on. Strengthened by 
Franco's decree of April 19 proclaiming the union of Falangists and 
Traditionalists * and still supported by German and Italian artillery, 
planes, and troops, the Nationalist armies continued their gradual con- 
quest of Spain. Far superior in discipline and equipment to their 
Republican opponents, the Insurgent forces wasted little time in their 
subjugation of the North. On June 19 the red and gold banners of Na- 
tionalist Spain floated over the harbor of Bilbao, capital of the ore-rich 
Basque country. The Republican government still controlled a large 
part of the country, including Madrid and the sprawling port of Barce- 
lona, but by the summer of 1937 the tide of battle had turned. 

While the statesmen of Europe negotiated and while Spaniards kill- 
ed each other, German Nazis, operating through Hisma-Rowak, con- 
tinued their efforts to gain control of Spain’s mineral wealth. The 
March protocol had recognized the monopoly of Hisma-Rowak and 
had assured Johannes Bernhardt that any challenge to his position was 
a challenge to his party comrades, the masters of the Third Reich. 
Bernhardt was to find that in Spain there were persons willing to ac- 
cept this challenge. 

In the spring of 1937 officials in Berlin could view with considerable 
optimism Germany’s position in Spain. Already the Reich had gained 
much from its Spanish venture and further gains seemed certain. Ad- 
mittedly, the Nationalists had suffered setbacks, were stalled on the 
outskirts of Madrid, and had failed to achieve the speedy victory 
which months before had seemed within easy reach. Nevertheless, 
Berlin was confident that the final military triumph would be claimed 
by Franco. Already Germany was including a friendly Spain in her 
plans for the future. On May 1, 1937, Ambassador Faupel reported his 
belief that, following a war won because of German intervention and 
an economic reconstruction accomplished by German aid, Spain would 
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be an important source of raw materials and “a faithful friend for a 
long time to come”. He further stated that no “politically conscious” 
Spaniard failed to realize that Germany, not England or France, want- 
ed a strong sovereign Spain.° 

Certainly Faupel’s optimism was based on a degree of truth, for 
Franco’s debt to Germany was enormous. Not only had the Reich sup- 
plied him with arms but, while England held aloof and France showed 
open hostility, Berlin had accorded his regime diplomatic recognition. 
It was soon obvious to Berlin, however, that there were many Span- 
iards who had scant regard for Germany or at least for current German 
commercial policy in Spain. The German commission which had jour- 
neyed to Salamanca to negotiate the March protocol returned to Berlin 
with a report that the Junta Técnica and Nicolas Franco were still de- 
manding the restoration of normal commercial relations by means of a 
clearing agreement to replace the monopolistic system of Hisma- 
Rowak.® In January Nationalist Spain had signed a commercial treaty 
with Italy which, while providing for general government supervision 
of trade, permitted private transactions.’ It was doubtless such an 
agreement that the Junta Técnica wished to conclude with Germany. 

In an effort to discover the strength of the Junta’s demands, the 
Wilhelmstrasse proposed direct conversations between Ambassador 
Faupel and Generalissimo Franco and prepared to base its Spanish 
policy, at least in part, on the attitude of the Caudillo. On May 13, 
1937, Ministerialdirektor Karl Ritter of the Economic Policy Depart- 
ment of the Foreign Ministry instructed Faupel to confer with Franco 
to determine whether the demands of the Junta enjoyed his support. If 
this should prove true, then Berlin would be forced to consider the 
conclusion of a partial clearing agreement. However, Ritter empha- 
sized, “we must have a guaranty that the big transactions in raw mate- 
rials and essential foods [primarily wheat] are reserved to Hisma and 
Rowak as hitherto”. Ritter’s instructions were expressed in polite 
phraseology, but they were designed to convey to the Caudillo the 
risks of refusing German desires. Franco was to be told that a clearing 
agreement would at present be inadvisable, not because of any selfish- 
ness on the part of German interests, but because of the harm it would 
bring to his own regime. According to Ritter, Germany conceived of 
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Hisma-Rowak as a “confidential and control agency of General 
Franco”, whereby the Caudillo alone could determine the procure- 
ment of German goods. Certainly under a clearing agreement, Ritter 
continued, competent German and Spanish authorities could assume 
supervision over commercial transactions, but “we should not deceive 
ourselves . . . into thinking that with the introduction, if only a partial 
one, of free trade, the individual transactions could any longer be con- 
trolled and directed as surely as has thus far been the case”.8 If Ritter 
had been more honest, he would have said that free trade would per- 
mit Franco too much freedom of action and would enable him to se- 
cure needed supplies on far more favorable terms than he was at pres- 
ent being accorded. 

Ritter advanced a second argument for the retention of the monop- 
oly system, and here he displayed considerable candor. Faupel was 
instructed to remind the Caudillo that thus far there had been harmo- 
nious agreement that Germany was to render assistance to the Nation- 
alists in every way possible and was to receive compensation “within 
the scope of Spain’s potentialities, and specifically through the pro- 
curement of essential raw materials and foods”. In making these ex- 
changes the facilities of Hisma-Rowak had proved invaluable. Ritter 
expressed fear that if through a clearing agreement “countless small 
channels for private trade were opened up . . . the unified procurement 
of raw materials and essential foodstuffs from Spain would no longer 
be assured in the same way”. Although he hastened to point out that 
here again he was concerned only with the interests of Nationalist 
Spain, his words were in reality no more than a threat, warning 
Spaniards of the consequences of challenging Nazi policy. Germany, 
he said, had no wish to make the procurement of raw materials a strict 
requirement for her aid to Franco, but nevertheless, “in view of our 
own limited potentialities our services to him were to a certain extent 
dependent on our essential imports from Spain”. Only Spanish exports 
through Hisma-Rowak had enabled the financing of a major part of 
Franco’s orders for German war matériel. Despite the unpopularity of 
Hisma-Rowak with both German and Spanish importers and exporters, 
Ritter expressed hope that Franco would reverse the stand taken by 
the Junta and would accept the continuation of the monopoly system.° 

On May 20, 1937, Ambassador Faupel called on Franco and stated 
the German desires. He doubtless enjoyed his call, knowing full well 
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that Nationalist Spain was in no position to voice strenuous objections 
and thus risk angering the German ally just at a time when the Condor 
Legion was proving so valuable in crushing the stout defenses of Bil- 
bao. Fully aware that neither he nor the Junta were at present in a 
position to challenge Nazi policies, Franco expressed approval of the 
German position and stated that he attached no importance to a clear- 
ing agreement; furthermore, he voiced regret that some elements with- 
in the Nationalist government were demanding a change of policy. 
Franco concluded by saying that he himself attached the greatest im- 
portance to the strengthening of German-Spanish friendship, including 
economic relations; in addition he expressed his willingness to sign 
agreements concerning compensation questions — “provided, of course, 
they complied with Spanish law”.1° It was this stipulation — compli- 
ance with Spanish law — that was to cause so much controversy be- 
tween Franco and his German allies, for Spanish law was made by 
Spaniards who, despite their debts to the German Reich, placed their 
loyalty to Spain above their gratitude to the Nazi Fuehrer. 

Perhaps Germany's ambassador in Salamanca was aware that 
Franco's expressed approval of German policy did not in itself consti- 
tute a permanent settlement of the commercial questions. The am- 
bassador prudently suggested that a German delegation be sent to 
Burgos at once to confer with a Spanish commission and that the Ger- 
mans be “authorized at their own discretion to show the Junta some 
concessions, provided, needless to say, that the entire delivery of raw 
materials is fully guaranteed”. 

Official circles in Berlin welcomed Faupel’s report on Franco’s 
stated attitude toward a clearing agreement, but the Wilhelmstrasse, 
at least, understood the wisdom of the ambassador’s suggestion and 
realized that blunt refusal to grant some concessions to the discontent- 
ed Spaniards would further antagonize the powerful Junta Técnica 
and could result in serious damage to future German-Spanish econom- 
ic relations. Therefore, Foreign Office officials supported the proposal 
to grant limited concessions to the Junta, and Ritter gave instructions 
that the German delegation, before leaving for Spain, should prepare 
the draft of a partial clearing agreement which would serve as the 
basis of future negotiations. Dr. Ritter, himself a career diplomat, must 
have realized the inability of Wilhelmstrasse functionaries to challenge 
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the dictates of party policy; his urging of a limited clearing agreement, 
therefore, cannot be regarded as an attempt to destroy Hisma-Rowak, 
which enjoyed such powerful support as to be virtually unassailable, 
but merely as an effort to placate the Burgos authorities and thus se- 
cure, in the long run, conditions favorable for the development of 
profitable German-Spanish trade relations. But the Wilhelmstrasse 
was to learn that its counsels counted for little when they failed to 
coincide with those of the Nazi hierarchy. Nevertheless, at present a 
limited clearing agreement was decided upon, and Ritter wired in- 
structions to Faupel: 


Concessions to the Junta can be used with greater tactical effect if for the 
time being the Junta remains under the strict and binding order which we 
hope Franco has issued in the meantime, and if the concessions are then 
offered spontaneously by the German delegation. The German delegation 
will then also be in a better position to keep these concessions within the 
limits desired by Germany.'2 

Early in June 1937 German negotiators, again headed by Dr. Wucher 
of the Finance Ministry, journeyed to Burgos and began discussions 
directed toward the conclusion of a limited clearing agreement. That 
the result of these negotiations differed from that planned by the 
Wilhelmstrasse was the work of Hermann Goering. On June 11 Goering 
ordered that the monopoly of Hisma-Rowak be left untouched and 
that Nationalist Spain be forced into definite commitments concerning 
payment for German aid. This decision was largely the result of British 
rivalry and of Franco’s determination to win the good will of the 
London government. 

Repercussions from Bernhardt’s handling of confiscated British ores 
had first reached the German government on January 12, 1937. On that 
date Sweden’s representative on the Non-Intervention Committee 
asserted that the question of Republican gold exports to France and 
Russia could not be discussed without at the same time prohibiting the 
exportation of confiscated Rio Tinto copper ores to Germany. On 
February 8 and again on February 24 Magowan of the British embassy 
in Berlin had lodged protests against Germany's acceptance of British 
property. His protests had been rejected. But the London government 
could not regard the situation as final, for already the lack of Rio Tinto 
ores was having a serious effect on Britain’s economy, and in south 
Wales, where unemployment figures were soaring, the copper re- 
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fineries had closed for want of ores. Negotiations were in progress in 
London between Rowak and I. G. Farben, on the German side, and 
three British companies interested in Spanish copper, but no settle- 
ments had been reached; 13 in fact, the Germans opposed any discus- 
sion of the confiscated ores.'4 

While futile negotiations dragged on concerning Spanish copper, 
Opposition speakers in the House of Commons called for explanations 
of reports of German economic activity in Spain detrimental to British 
interests. Early in April a Labourite speaker demanded information 
concerning commercial concessions granted to Germany and Italy, 
“especially as to the granting of rights to exploit ore mines in Spain 
and Spanish Morocco”. Foreign Minister Eden, without mentioning 
Rio Tinto copper ores, assured the Commons that there was no evi- 
dence that “General Franco has granted or promised to grant, to Ger- 
many or Italy, any right to exploit iron mines in Spain or Spanish 
Morocco”.® On June 15 Sir Hugh Seeley asked the president of the 
Board of Trade whether supplies of minerals from Spanish mines in 
territory controlled by Franco were being sent to British ports or being 
diverted to Germany. President Oliver Stanley conceded that there 
had been diversions, but added that he had received “informal assur- 
ances’ from General Franco that there would be no further interfer- 
ence in supplies of minerals to the Uinted Kingdom. He also pointed 
out that shipments of iron ore from the Basque provinces were satis- 
factory, despite the imminent conquest of Bilbao by Nationalist 
troops.!° Following the capture of Bilbao on June 19, Stanley again 
reminded the Commons of the assurances given by Franco.17 On this 
occasion the Opposition members merely laughed.’ And well they 
might, for in the month following the seizure of the Basque city only 
1,000 tons of Spanish iron ore reached Welsh refineries, compared 
with previous monthly averages of 50,000 tons.1® 

Thus, in the spring and early summer of 1987 it appeared that Ger- 
man interests soon would displace those long held in Spain by British 
capital. This, however, was a situation that the British government 
13 [bid., No. 245 (Memorandum by an Official in the Economic Policy Depart- 
ment, Berlin, April 16, 1937), p. 272. 
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was determined to avoid. Doubtless the Burgos government was as 
eager as London to achieve a rapprochement, for continued British 
neutrality was a vital factor in an eventual Insurgent triumph, and a 
friendly Britain, far better endowed with foreign exchange and goods 
for export than was Germany, would prove a major economic blessing 
to the new authoritarian state Franco hoped would emerge from the 
Civil War. Britain found that Franco wielded considerable bargaining 
power through his control over valuable raw materials, and after the 
conquest of the Basque country, one of the richest mineral regions in 
Europe and an area in which Britain had long held important interests, 
this bargaining power was greatly increased. Early in January El 
Adelanto had intimated that Nationalist Spain showed special com- 
mercial favors to Germany because of the Reich’s friendly attitude; all 
that other countries had to show was a similar attitude to receive simi- 
lar treatment.”° Queipo de Llano, Seville’s famed “radio general”, who 
nightly poured out his scorn on “the marxist rabble”, adopted a harsher 
tone and declared that Nationalist Spain could not guarantee protec- 
tion to property belonging to citizens of states which refused to give 
the Franco government diplomatic recognition.?! After the conquest of 
Bilbao, the Seville A.B.C. suggested that if England hoped for the re- 
opening of her consular offices there she should take immediate steps 
to recognize the true government of Spain.”? As the moving force be- 
hind non-intervention, Britain was in no position to sever diplomatic 
relations with the Republic and grant recognition to Burgos. Neverthe- 
less, she was prepared to come to terms with the Caudillo for the pro- 
tection of her financial interests. Some preliminary negotiations had 
taken place as early as March 1937,” and early in June more talks were 
held in Bilbao.*4 On July 29 an official Nationalist statement declared 
that iron ore would continue to be “exported to the normal markets — 
namely England, Holland, and Germany — provided no overriding 
motives of a political or external economic order oblige us to resort to 
special measures”. The reservation was certainly directed toward Eng- 
land and was clearly designed to hasten a rapprochement.*> Questions 
of “volunteers” and bombing raids would continue to give England 
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reason to complain of the Nationalist attitude, but in the sphere of 
commercial relations London and Burgos were henceforth to work in 
relatively close harmony. By late August Basque ore again was reach- 
ing English refineries.” 

Rumors of Anglo-Spanish negotiations caused ponedemmble anxiety 
in Berlin. Officials there were confidently expecting that in the future, 
German, not British, capital would dominate Spain’s economy. On 
July 1, 1937, after a conversation with Anthony Eden in London, Am- 
bassador Ribbentrop wired the Foreign Ministry that he had received 
the impression that “the possibility of, and the prerequisites for, a rap- 
prochement with Franco were being considered by the British Govern- 
ment”.27 A week later Ambassador Welczeck reported from Paris that 
the Quai d'Orsay viewed with considerable optimism England’s rela- 
tions with Franco: 


I hear from a reliable source that the Quai d’Orsay at the present time 
judges the negotiations between England and Franco rather optimistically. 
The subject of these is not only the question of northern Spanish ores. 
Rather it is believed that England thinks the time has come for strength- 
ening her ties with Franco. England has always looked at the Spanish 
problem only from the British point of view, that is, with a view to pre- 
serving strong British influence in Spain, regardless of the outcome of the 
Civil War. She expects that Spain will in any case be dependent on British 
financial and economic help after the Civil War. 

At the Quai d’Orsay the moment is considered propitious for England 
to establish relations with Franco. . . .28 


On July 7, in a wire to Faupel, State Secretary Mackensen revealed 
Berlin’s concern over the possible development of closer ties between 
Britain and Nationalist Spain. From reports in the British and French 
press Mackensen had learned that Franco was most anxious for a rap- 
prochement with Britain: 


He has recognized, it is said, that Germany and Italy cannot give him the 
desired help after all and that the military, naval, and economic power of 
the Anglo-French bloc is of greater importance for the future fate of Spain 
than the interested help of Italy and Germany. 


Mackensen also mentioned further reports that Franco had agreed, in 
principle, to the withdrawal of foreign troops and that negotiations be- 
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tween England and the Caudillo concerning British mining property 
were progressing favorably, insofar as British interests were concern- 
ed. Already, he continued, Franco had instructed his propaganda 
officers to prohibit further publication of any articles hostile to Eng- 
land. The state secretary instructed Faupel to speak to the Caudillo 
about these developments and to demand that he “explain his aims”. 

Faupel did not immediately see Franco but talked instead with the 
Caudillo’s chef de cabinet, José Antonio de Sangroniz y Castro. During 
the lengthy conversation the ambassador requested an explanation for 
the “somewhat peculiar and undesirable delay in signing the economic 
agreement long since worked out by the two delegations”. In explana- 
tion Senor Sangroniz replied that the Spanish government unfortunate- 
ly lacked agencies “which worked with such mathematical precision as 
the German agencies”. This Faupel denied, maintaining that the delay 
must be blamed on intrigues against Hisma. But in July the Nationalist 
government was in no better position to voice objections to Nazi policy 
than it had been in May. True, Bilbao had been captured, but Santan- 
der was still in Republican hands, and of more immediate concern was 
the successful Republican offensive at Brunete, costing the Nationalists 
heavy casualties, threatening their encirclement of Madrid, and, for 
the offensive’s eventual containment, requiring the full support of the 
Condor legion and Thoma’s tanks.° Under these circumstances Sefior 
Sangroniz was in no position even to argue. He gave assurances that 
the agreements would be signed within a week and sought to allay 
Germany’s fears of English rivalry by giving “his word of honor that 
Spain was not thinking of changing her policy toward Germany”. He 
admitted, however, that Franco had ordered the Spanish press to 
moderate its previous sharp tone toward England in order to increase 
the chances of England’s recognizing the Nationalist government as a 
belligerent power.*! 

The assurance given by Sangroniz was fulfilled, and on July 12, 18, 
and 16, 1937, representatives of Nationalist Spain signed a series of 
agreements and protocols with delegates of the German Reich. Re- 
flecting Goering’s attitude, these agreements contained no provision 
for a clearing agreement. Goering had revealed his position on the 
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question of a clearing agreement on June 11, 1937. Aware that in both 
Germany and Spain there was a strong desire for such an agreement 
permitting free trade, he had agreed that a change of policy should be 
considered in the future. At this moment, however, he opposed any 
weakening of the monopolistic position of H isma-Rowak. Goering 
gave as the immediate reason for this opinion the impending conquest 
of Bilbao by the Nationalist troops; with the capture of this important 
port and its ore-rich hinterland, the question of dividing the city’s 
stores of iron ore between Germany and England would become of 
immediate concern. To deal with the problem, Goering needed to have 
Hisma-Rowak in a strong position in regard to the Caudillo, the Junta 
Técnica, and advocates of free trade. Realizing that some concessions 
eventually must be made to Spain, he favored retention of all special 
privileges as long as possible. He therefore had decreed that “no clear- 
ing agreement should be offered or discussed at the present time”. 
The Spanish delegates were to be reminded of Franco’s assertion of 
May 20 that he attached no importance to such an agreement. 


With regard to a clearing agreement it should only be stated that the 
German Government has taken sympathetic cognizance of the earlier 
wishes of the Junta in this respect. It is likewise of the opinion that at a 
given time, perhaps soon, a clearing agreement on a limited basis should 
be considered. In view of the present situation, however, it does not believe 
the time for this has yet come.®? 


Goering’s decision, relayed to the Wilhelmstrasse, to Hisma-Rowak, 
and to the German delegation in Spain, had insured that the agree- 
ments signed in Burgos, nearly one year after the outbreak of war, 
would provide for the continuation of Bernhardt’s monopoly. 

On July 20, 1937, the London Times reported the “conclusion of 
commercial negotiations between Berlin and Salamanca” and ven- 
tured the guess that the negotiations concerned iron ore.3? On the same 
day the New York Times printed a dispatch from its Berlin corre- 
spondent reporting the signing of a series of German-Spanish trade 
agreements whereby Franco would pay for German aid through de- 
liveries of raw materials.34 These brief accounts, buried deep within 
the pages of two of the world’s largest newspapers, contained virtual- 
ly all that was known by the general public of a series of three secret 
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protocols concluded by the governments of the German Reich and 
Nationalist Spain. The Nationalist press spoke only of commercial 
negotiations “which have given very satisfactory results to both par- 
ties” and wisely refrained from reporting the provisions of agreements 
which clearly revealed that at present the German Reich, not National- 
ist Spain, held the upper hand.*5 

The first of the protocols was signed in Burgos on July 12, 1937, by 
Ambassador Faupel and Dr. Theodore Wucher for Germany and by 
General Gomez Jordana y Sousa, President of the Junta Técnica, and 
Joaquin Bau, Minister of Industry, Commerce, and Supplies, for Spain. 
It declared that “under the circumstances obtaining at present it is 
advisable to postpone until a later, more suitable time a comprehensive 
settlement of the economic relations between their countries”. The 
protocol stipulated, nevertheless, that Germany and Spain intended to 
place economic co-operation on a firm basis “now and also for the 
future”; Spain declared her willingness to conclude with Germany her 
first general trade agreement with any country, although reserving the 
right to accord Italy equal treatment to that given the Reich.%* On the 
same day the same signatories concluded an agreement supplementing 
the commercial treaty of May 7, 1926, and its extension of December 
21, 1934, providing for unrestricted most-favored-nation treatment.*? 

A second protocol, signed on July 15, 1937, expressed the desire of 
the governments in Berlin and Burgos “to advance commerce between 
their countries in a manner which will result in the greatest possible 
expansion”. The two governments agreed to “assist one another to the 
greatest possible extent in the delivery of such raw materials, foods, 
and semifinished and finished goods as are of particular interest to the 
recipient country”.** 

On July 16, 1937, the representatives of Hitler and Franco signed a 

third secret protocol. It was this protocol, far more than the earlier two 
or the supplementary trade agreement, which anticipated future 
German-Spanish economic relations. The July 16 protocol was directly 
concemed with “the manner of settling obligations for payment which 
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have arisen as a result of the special deliveries made by Germany to 
the Spanish Nationalist Government”. Although the protocol made no 
definite arrangements, it did contain certain stipulations which were 
designed to establish and perpetuate German economic domination of 
the Spanish state. Franco’s negotiators yielded to German demands 
and agreed that all obligations were payable exclusively in German 
reichsmarks, which obviously could only be gained through the ex- 
porting of Spanish goods to Germany. The Spaniards furthermore 
agreed, in principle, to pay an interest of four per cent annually on the 
debt.*9 

Articles II and III of the protocol were especially ominous, for they 
made possible future German demands for extensive mining privi- 
leges, which in turn were to lead to serious disputes between Berlin 
and Burgos. Article II stated in part: 


In order to give the German Government a certain assurance with regard 
to the liquidation of the obligations mentioned under I, the Spanish Na- 
tionalist Government will arrange that goods, especially raw materials, 
which the German Government desires to obtain from Spanish sovereign 
territory, including the Spanish protectorate in Morocco, are delivered to 
Germany according to periodic agreements between the two governments 
and charged against the German claims in question. . . .4° 


Article III declared that Germany and Spain would work jointly in 
order to increase the economic well-being of both countries. With an 
eye toward the future the Reich declared its “willingness to co-operate 
in the economic reconstruction of Spain, particularly in opening up 
and utilizing the mineral resources and other raw materials in Spanish 
sovereign territory, including the Spanish protectorate in Morocco”. 
To facilitate economic reconstruction, Germany agreed to provide ex- 
pert personnel and the necessary technical equipment. 

It was the provision found in the last paragraph of the protocol that 
was most portentous: 


The Spanish Government will facilitate as far as possible the establish- 
ment of Spanish companies for the opening up and economic utilization of 
mineral resources and other raw materials and for other economic purposes 
serving the general welfare, under participation of German citizens or 
German firms, as compatible with the general stipulations of Spanish law.#2 
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There could be no doubt but that the July protocols constituted a major 
victory for the German Reich. Not only had the efficient and profitable 
Hisma-Rowak monopoly been preserved intact, but even more im- 
portant the protocols had initiated a new Nazi policy designed not 
merely to acquire Spain’s mineral wealth through favorable trade rela- 
tions, but, in addition, to gain actual control and management of 
Spanish mines. 

By July 1987, as the Civil War entered its second year, the Nazi 
rulers of the German Reich, operating through Hisma-Rowak, had 
gained an enviable position in the Spanish economy. With the signing 
of the July protocols Franco’s German allies could look forward with 
even greater confidence to a future in which the iron and copper of 
Iberia would flow in ever-increasing quantities to the arms and muni- 
tions plants of the Reich. 

Speaking before 230,000 cheering Germans at Wiirzburg, Bavaria, 
on June 27, 1937, Adolf Hitler had declared with unusual candor one 
of his reasons for wanting a Franco victory in Spain: “Germany needs 
ore. That is why we want a Nationalist Government in Spain — to be 
able to buy Spanish ore”.4? The Fuehrer must have been pleased at the 
rapidity with which this desire was being transformed into reality. For 
despite continuing British rivalry and the antagonism of anti-Nazi 
elements in Spain, the activities of Hisma-Rowak had resulted in Ger- 
many’s obtaining a large portion of Spain’s mineral production. In 
the winter months of 1936-1937 alone Germany imported 335,513 tons 
of Spanish iron ore, and continuing Nationalist advances promised to 
German industry, which was suffering from a severe shortage of sup- 
plies, access to new reserves.44 While Franco sent tons of Rio Tinto 
copper and pyrites to his German ally, British imports of Spanish cop- 
per fell in value from £ 50,571 during the first half of 1936 to absolutely 
nothing in the corresponding period of 1937.4 

As Anglo-Spanish trade suffered, German-Spanish commerce pros- 
pered. And when it is remembered that Germany traded almost ex- 
clusively with Nationalist Spain, the commercial statistics are especial- 
ly impressive. In May 1937, according to official sources, the value of 
German imports from Spain totaled 10,000,000 RM, and in June 
14,000,000 RM, while exports from Germany to Spain — not including 
43 News Chronicle, June 28, 1937, p. 1. The official text of Hitler’s Wirzburg 
speech is found in Vélkischer Beobachter, June 28, 1937, pp. 1-2. 

44 The Economist (London), CXXVII (May 15, 1937), p. 390. 


45 “Report of the British Chamber of Commerce for Spain”, quoted in The 
Times (London), Sept. 3, 1937, p. 11. 
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shipments of war matériel — equaled 3,800,000 RM in May and 
4,700,000 RM in June.*® 

The total value of German imports from Spain during 1937 reached 
101,100,000 RM and the value of exports to Spain 54,600,000 RM.47 
These figures do not include German military aid to the Nationalist 
armies or materials sent to German military units operating in Spain.** 
On June 10, 1937, General Hellmuth Wilberg of the War Ministry esti- 
mated total German military claims against Spain at 150,000,000 RM 
and predicted that the value of these claims would continue to increase 
at the rate of 5,000,000 RM or 6,000,000 RM per month.*® 


On July 18, 1937, Spaniards celebrated the first anniversary of their 
Civil War. In Republican Spain the day was declared a national holi- 
day; President Azafia broadcast a long address to his people and 
General Miaja, the defender of Madrid, issued assurances that “the 
victory will be ours”.®° In Nationalist Spain, everywhere decorated 
with banners of red and gold, there were special Masses, military re- 
views, and bullfights; in Seville the Falangists raised beside the an- 
cient walls of the AlcAzar a tall cross and, amid cries of “Arriba 
Espaita’, voiced prayers for “los Caidos de Espana”.> In an interview 
with the Seville A.B.C., the Caudillo forecast the early formation of a 
civil cabinet and spoke vaguely of a restoration of the monarchy. 
Franco designated the coming twelve months as the “Second Year of 


46 Germany, Statistisches Reichsamt, Wirtschaft und Statistik. Siebzehnter 
Jahrgang, 1937. Nr. 14: 1937 2. Juli-Heft (Berlin, 1937), p. 553. 

47 Wirtschaft und Statistik. Achtzehnter Jahrgang, 1938. Nr. 4: 1938 2. Februar- 
Heft (Berlin, 1938), p. 145. See also Allen T. Bonnell, “German Control Over 
International Economic Relations, 1930-1940”, Illinois Studies in the Social 
Sciences, XXVI, No. 1 (Urbana, 1940), pp. 130-132. Bonnell, who quotes statistics 
from Statistisches Jahrbuch fiir das Deutsche Reich and Monatliche Nachweise 
tiber den auswiirtigen Handel, gives imports at 101,000,000 RM and exports at 
55,000,000 RM. 

48 Georg Ackerman, Spanien, wirtschaftlich gesehen (Berlin, 1939), p. 108. 
Ackerman, who quotes the same statistics used by Bonnell, states: “Zu diesen 
Statistiken ... muss bemerkt werden dass in ihnen der Wert des nach Spanien 
gelieferten Kriegsmaterials natiirlich nicht aufgefiihrt ist.” This system of keeping 
separate accounts for ordinary exports and military exports explains the Spanish 
debt to Germany, since the statistics published periodically by the German govern- 
ment indicated a large trade balance in favor of Spain. 

49 German Documents, No. 297 (Memorandum by the Director of the Economic 
Policy Department, Berlin, June 10, 1937), p. 320. General Wilberg was head 
of the Special Staff “W” which was in general charge of all German military 
operations in Spain. 

°° La Vanguardia (Barcelona), July 20, 1937, p. 6. 
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Triumph” and predicted a speedy collapse of Republican resistance.®2 

The Nationalists had ample reason to view the outcome of the 
struggle optimistically, although final victory was still far away. They 
ruled two-thirds of Spain and held sway over all Spanish colonies and 
protectorates. Of Spain’s fifty provincial capitals, they held thirty-five; 
and of the twenty-two million inhabitants, fourteen million resided in 
Nationalist-controlled territory. Whereas in Republican Spain there 
was a serious shortage of staple foodstuffs, the Nationalists were 
making payments on their debts by shipments of minerals and wheat 
and still retaining enough for their own use.®3 Yet the Civil War was 
exacting from Spain a heavy penalty. Thousands of her young men 
had been killed in battle or had fallen before firing squads; her cities 
had been bombed, and her harbors severely damaged; her cathedrals 
and palaces had been gutted by fire and shell. It would have been well 
had Falangists and Republicans heeded the pleas of Madariaga, laid 
aside their instruments of war, and united to build a new Spain. But 
to the leaders of both the Republican and Nationalist forces political 
passions and a desire for power counted for more than a Spain of unity 
and peace, and until one side could achieve unchallenged supremacy 
the war must go on. 

Thus, as the first year of war ended, neither Republicans nor Na- 
tionalists could claim victory. But one victory had apparently been 
won, and it was claimed by the Nazi Fuehrer. Continued Nationalist 
successes seemed to insure a potentially friendly power in control of a 
strategically valuable area. Italian intervention in the war had absorb- 
ed the attention of Mussolini, had enabled him to forget his earlier 
assurances to Vienna, and had brought him into a close alliance with 
the Reich. Spanish cities had provided excellent practice targets for 
Goering’s Luftwaffe, and German tank units had gained battle expe- 
rience on Spanish plains. And finally, Spanish mines were pouring a 
steady stream of raw materials into the armament plants of the Reich; 
Nazi chieftains, in view of the sweeping victory scored in the July pro- 
tocols, could confidently expect that the volume of the stream would 
constantly increase. But Hitler and his lieutenants were overlooking 
one matter of extreme importance. The Nationalist Caudillo, to whom 
they were sending extensive aid and from whom they expected heavy 
compensation, was fighting his battles not on behalf of the German 


52 T[bid., July 18, 1937, pp. 4-5. 4 Faas 
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Reich but on behalf of his own conceptions of a new and greater 
Spain. If in the July protocols he had seemingly bound himself irre- 
trievably to the Third Reich, it was because such a policy was at the 
time essential for the fulfillment of his own aims. Franco was a 
Spaniard; he was also a shrewd opportunist. His German allies were 
soon to learn the pitfalls of counting too heavily on Nationalist Spain 
as an instrument in their drive toward hegemony over the continent of 
Europe. 


IV 


THE OCTOBER DECREE: THE CAUDILLO 
BALKS AT GERMAN DEMANDS 


The three protocols of July 1937 constituted a triumph for the German 
Reich and a clear setback for those Spaniards wanting to free their 
country from the strangle hold of the Hisma-Rowak monopoly. They 
also marked the final defeat of Wilhelmstrasse attempts to pursue a 
moderate policy and thus win the good will of Spaniards so essential 
if Germany was to realize any permanent gains. Henceforth Hermann 
Goering would be the unchallenged master of German economic poli- 
cy in Spain; for the remainder of the Civil War he would demand 
Spanish mineral resources in an effort to bolster his far from success- 
ful Four Year Plan. 

The July protocols seemed to insure the imminent realization of 
German economic goals in Spain. Nationalist Spain, deeply in debt to 
the German Reich, had yielded to the terms of payment demanded by 
Goering. The Hisma-Rowak monopoly was left untouched and, even 
more important, Johannes Bernhardt was now authorized to secure 
German control and ownership of Spanish mines, thus guaranteeing 
future ore supplies for the Reich. But circumstances were changing. 
Continuing Nationalist military successes were lessening Franco's de- 
pendence on his German ally; by late summer the Caudillo was show- 
ing increasing signs of independence. His first victim was Ambassador 
Faupel. Wilhelm Faupel, retired general and former Freikorps fighter, 
had early earned the enmity of the Nationalist authorities. Along with 
his wife, he had demonstrated great interest in Spanish internal affairs 
— an interest “at times excessive and even impertinent”. He had busied 
himself with numerous intrigues around Franco’s headquarters, had 
perhaps encouraged the abortive revolt of Manuel Hedilla, and had 
certainly supported left-wing Falangists at the expense of the Church 
and the more conservative Nationalist leaders. With Franco his rela- 
tions were far from cordial; with Franco’s brother-in-law, Ramén 
Serrano Suner, who was rapidly gaining a position of influence, they 
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reached the point of hostility. Neither did Faupel’s close associates, 
Willi Kohn of the S.S. and Hans Kréger, delegate of the Nazi party and 
of the Ministry of Propaganda, endear themselves to the Spanish 
rulers.! . 

Faupel further weakened his position by his quarrels with General 
Hugo von Sperrle, able and highly respected commander of the 
Condor Legion. According to a report by Faupel on July 7, General 
Sperrle had “a definitely hostile attitude toward Hisma” and on 
numerous occasions had made, in the presence of Spanish officers, 
derogatory remarks about the company. Faupel had explained to him 
the importance of Hisma — that it was Bernhardt, director of Hisma, 
who had called attention to the possibilities of fighting Bolshevism in 
Spain; that it was Hisma which had obtained large amounts of Spanish 
raw materials for Germany; and that the position of Hisma must be 
kept strong in order to insure that Germany would obtain needed raw 
materials in the future. Nevertheless, Sperrle had continued his criti- 
cism of Hisma, and his denunciations had gradually spread among the 
Spaniards. Faupel even believed that Spanish insistence on a clearing 
agreement was due in part to Sperrle’s “numerous and completely un- 
founded statements”.? The controversy was now a subject of public 
discussion throughout Spain, and the situation could no longer be 
tolerated.’ In mid-August Franco, communicating through Sperrle, de- 
manded that Berlin recall Faupel and appoint an ambassador more 
acceptable to the Burgos regime. Faupel was recalled, and on August 
27 Hitler named a new envoy to Franco.‘ 

On September 23, in Salamanca’s colorfully decorated Plaza Mayor, 
Eberhard von Stohrer presented to Franco his credentials as the new 
ambassador of the German Reich.® A professional diplomat, now fifty- 


1 Serrano Sufier, pp. 47-51. See also Stanley G. Payne, Falange: A History of 
Spanish Fascism (Stanford, Calif., 1961), pp. 163, 195. 

= German Documents, No. 386 (Ambassador in Spain to the Foreign Ministry, 
Salamanca, July 7, 1937), pp. 404-405. 

8 Ibid., No. 399 (Memorandum by the State Secretary, Berlin, July 20, 1937), 
pp. 423-424. 

4 Ibid., p. 434, editors’ note. See also Foreign Relations of the United States, 
1937, I: General (Washington, D. C., 1954), No. 204 (Chargé d’Affaires Gilbert to 
the Secretary of State, Berlin, Aug. 27, 1937), p. 378. Gilbert accepted the offi- 
cial version that Faupel was recalled for reasons of health. However, he also 
reported that apparently Faupel’s mission had not been “entirely successful”, 
Gilbert felt too that Faupel’s title (General) may have been embarrassing to 
Hitler. El Adelanto, Aug. 22, 1937, p. 1, in reporting Faupel’s final meeting with 
Franco on August 21, gave poor health as the cause of his recall. 
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four years old, Stohrer had served in the Madrid embassy in 1913, had 
subsequently held posts in the Wilhelmstrasse, and in 1926 was named 
minister to Cairo. In July 1936, he was appointed ambassador to Spain 
but because of the outbreak of the Civil War had never assumed his 
post. Though his stay in Nationalist Spain would not be without fric- 
tion and disagreements, it was to be far more successful than was that 
of his predecessor. With Serrano Sufer he would form a close friend- 
ship.” 

Speaking at the Nuremberg Party Congress in September 1937, the 
Nazi Fuehrer, against a background of Wagner’s Die Meistersinger, 
delivered his usual tirade against Bolshevism, giving particular atten- 
tion to the Communist menace in Spain. But he admitted that ideology 
alone did not determine Germany’s friendship and sympathy for the 
Nationalist cause. Unlike England and France, he declared, Germany 
lacked colonies to provide her with markets and raw materials. There- 
fore she must look to other countries for trade. With Spain under 
Bolshevik chaos, trade with that country would be impossible; only a 
normal Spain under an orderly and stable regime could provide Ger- 
many with the needed commodities. The Reich looked to a Franco 
victory to provide such a regime.’ In September Hitler had every rea- 
son to believe that a Franco regime would provide Germany with 
many of the needed commodities; one month later he would not be so 
confident. 

On October 12, 1937, the Nationalist government published a decree 
destined to have far-reaching effects on German-Spanish economic 
relations: 


In the present circumstances it is necessary that national activities and 
national riches be subjected to directives imposed by the highest organs of 
the State, and, mining being one which deserves special attention, 

I decree: 

Article one: Until provision is made to the contrary, there shall remain 
suspended all acts disposing of mining property, the purchase, sale, or 
transfer of shares in mining companies, and leases. 

Article two: Titles to mining property, leases, exchanges, purchases or 
sales of material, or of property used in the exploitation of mines or in the 
immediate processing of their products, obtained since July 18, 1936, are 
declared null and void. 


6 A.B.C. (Seville), Aug. 25, 1937, p. 2. Thomas, p. 483, states that Stohrer had 
been expelled from Madrid during World War I after being implicated in a plot 
to assassinate the pro-Allied Prime Minister, Count de Romanones. 
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Article three: Any arrangements contrary to this decree are revoked. 
Given in Burgos, October 9, 1937, Second Year of Triumph. 
Francisco Franco? 


The provisions of the decree were clear and simple: titles to mining 
property acquired since the opening of the Civil War were null and 
void, and no further acquisitions were permitted without permission 
of Franco himself. Thus, it appeared that the gains of the July proto- 
cols were obliterated and that German plans for the Montana project 
— the code name used by Hisma for its attempts to acquire mining 
property — were effectively negated. In Spanish Morocco Hisma had 
early gained virtual dominance of the Riff mines and the lead mines of 
Melilla; German technicians had reorganized the mines and through 
Hisma had shipped their products to Germany.'® In these German 
gains Nationalist Spain had acquiesced, largely because of her own 
military needs. German intrusions, however, had continued, and by 
November Hisma had acquired, without the consent — and apparently 
without the knowledge — of the Burgos government, extensive hold- 
ings in several Spanish mining companies."! But the Caudillo was call- 
ing a halt to further German encroachments on Spanish mineral wealth. 
So long as the military situation permitted, Franco would effectively 
maintain this position. 

German reaction to Franco’s decree of October 9 was immediate 
and angry. On October 12, the very day on which the decree was 
published, officials of Hisma protested to Franco and Jordana, Presi- 
dent of the Junta Técnica, that the decree would prohibit their securing 
participation in Spanish mining companies, as had been provided in 
the July protocols. They were answered with vague assurances that 
the decree was not directed against Germany; and Jordana requested 
that Hisma’s views be put in writing.!2 This was done, but in such a 
general fashion that when on October 26 Jordana met with Wilhelm 
Pasch and Herr Klingenberg, officials of Hisma, he insisted on more 
detailed data before rendering an opinion as to whether his govern- 
ment could permit Hisma’s acquiring mining rights. But on one point 
he was definite. Hisma was demanding that it be granted “equality of 
rights” — at least half ownership — in companies in which it would 
secure an interest. This, said Jordana, was impossible; German-Spanish 
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treaties notwithstanding, Spanish laws prohibited such extensive for- 
eign participation. When Herr Pasch insisted that Hisma’s demands be 
met and that no more time be wasted, Jordana answered that “setting 
the time was, after all, a matter for the Spaniards to decide”. And he 
suggested that no action be taken until the formation of a regular civil 
government. He closed the conversation by saying that, while the de- 
cree was certainly not directed against the Germans, it nevertheless 
“existed and of course it applied to us [Germans] as to anyone else; the 
law as such knew no exceptions”. In reporting his conversation with 
Jordana, Pasch concluded on a pessimistic note: “For us the clear re- 
sult of the conference is the realization that in this manner we are not 
making one step of progress. ... The matter can be speeded up only 
through intervention at the highest level.” 18 

Johannes Bernhardt had already overcome numerous obstacles in 
his efforts to secure for Germany large quantities of Spanish raw mate- 
rials. The decree of a Spanish general must not be allowed to hinder 
the rearmament of the Reich. Therefore, following the futile attempts 
of Pasch, Bernhardt himself sought to persuade the Spaniards to drop 
their unyielding attitude — he decided to take up the Montana project 
with Nicolas Franco. But his meeting with Nicolas Franco on Novem- 
ber 3 met with no more success than had that of Pasch with Jordana. 
“In a surprisingly clear manner’, Bernhardt reported, Nicolas Franco 
confirmed that the decree of October 9 “by no means referred to the 
Red zone but applied to us”; that the formation of a regular govern- 
ment would be necessary before the Montana affair could be settled; 
and that Spain did not approve of the independent manner in which 
Hisma had been obtaining mining property. Don Nicolas did intimate, 
however, that if an immediate appeal were made to the Junta Técnica, 
it would probably be possible for Hisma to continue working, at least 
temporarily, the properties already acquired.“4 

The unyielding positions assumed by Jordana and Nicolas Franco 
were clear evidence that German Nazis were to have no easy task in 
their efforts to effect a further economic conquest of Spain. Goering 
and Bernhardt, however, had no intentions of surrendering their ex- 
tensive claims. The Reich had contributed much to the Nationalist 
cause, and it was determined to secure economic compensation both 


13 [bid., No. 463 (Memorandum of German Embassy in Spain, Burgos, Nov. 4, 
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now and in the future. As Bernhardt emphasized, the Montana project 
now constituted “the whole aim and purpose of our assistance in Spain 
in the economic field”. The mere acquisition of mining products 
through favorable commercial agreements would give to the Reich 
nothing permanent; therefore, Bernhardt argued, Germany’s economic 
objective in Spain must be deep penetration into the main sources of 
Spanish wealth, namely agriculture and mining. Spanish agricultural 
products naturally went to the Reich because of Spain’s necessity of 
finding a market. It was the mining production, however, that was of 
primary importance to Germany, and in this regard the Nazis were 
confronted by serious difficulties. Bernhardt prepared to use threats in 
order to force the Nationalists to yield to German demands: 


Clearly recognizing that the Montana problem is the real objective of our 
economic effort, we must resolve this problem with all the means avail- 
able. It must be stated here that these means must be found and applied 
in all fields and that we must, therefore, exert diplomatic, military, and 
cultural influence in order to attain this single objective of establishing 
ourselves economically... . 

The solution of the whole problem as it stands now will have to be 
forced if it cannot be attained by reasonable means. ... It will be our task, 
however, not to exercise this pressure until persuasion, conviction, and 
actual successes have failed to attain the ends desired.15 


The director of Hisma maintained that the Germans should emphasize 
continually the importance of Nazi aid to Franco and should point out 
to the recalcitrant Spaniards “that Germany could not tolerate and 
would not understand a denial by the Spaniards of rights already ac- 
quired”. “Just as Germany immediately sent her help to her Spanish 
partner, who finds herself in a real war, Germany has a claim to im- 
mediate deliveries by Spain for her own economic war.” Should the 
Spaniards remain unyielding, “Germany would doubtless draw the 
logical consequences from this deep disappointment” and would trans- 
fer her capital, technology, and science to other countries having great- 
er understanding of her economic needs.‘ 

Hisma officials had failed completely in their efforts to secure 
recognition of what they regarded as their mining rights. Jordana and 
Nicolas Franco had refused to yield to German demands. The only 
recourse was to go to the Caudillo himself. On November 16, while 
Bernhardt was in Berlin conferring with Goering, Ambassador Stohrer 
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visited General Franco and asked for an explanation of the October 
decree which had caused so much difficulty “with regard to mining 
rights acquired and to be acquired by Hisma”. Answering with his 
usual evasiveness, Franco explained the decree as being necessary to 
prevent the Republican government's selling out Spanish mineral 
wealth. He promised increased shipments of grain to Germany and 
gave vague assurances that German mining interests would be pro- 
tected.17 The words of the Caudillo were received with skepticism in 
the Reich capital and did little to relieve the anxiety of Goering and 
Hisma.'* Increasing this anxiety was the continuing evidence of an 
Anglo-Spanish rapprochement. 


The Spanish Civil War posed a serious threat to the position of British 
investments in Spain. Soon after the opening of hostilities considerable 
attention in England, in the press and in Parliament, was focused on 
the fate of British properties in Nationalist-held territory. But as the 
war approached its half-way point, there was ever increasing evidence 
that it was not in Franco Spain but in the Republic that British inves- 
tors faced total losses. The Catalan collectivization decree of October 
1936 had promised protection of foreign-owned properties,!® but such 
protection had not been forthcoming. In June 1937 the directors of the 
Barcelona Traction, Light and Power Company, an English corpora- 
tion, reported that the Workers’ Committees had seized not only all 
properties of this mammoth holding company, but also all funds, total- 
ing 43,000,000 pesetas.2° The Anglo-Spanish Construction Company 
had experienced similar treatment.*! In December 1937 Anthony Eden 
reported to the Commons that at least thirty-five firms owned or con- 
trolled by Britons had suffered extensive interference or collectiviza- 
tion by the Republican government; banks had been seized and the 
mines of Murcia and Cartagena expropriated. Losses were still oc- 
curring and no compensation of any kind had been given. Protests had 
been made to the Catalan Generalitat and to the Republican govern- 
ment, but to no avail.2? 
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The position of British interests under Franco was far from enviable. 
At the same time, property remained in the hands of its owners, work 
had proceeded smoothly, and, despite some earlier fears, there was no 
danger of expropriation. True, the Nationalists had confiscated Rio 
Tinto ores and had even forced Rio Tinto officials to surrender their 
sterling assets; nevertheless, ores and sterling had been paid for in 
pesetas which, though greatly overvalued by the Burgos regime, were 
far more welcomed than complete expropriation. And during 1938 the 
Nationalists began turning back to Rio Tinto enough sterling for the 
company to meet its foreign obligations. Though some copper was 
perhaps still being shipped to Germany, most of it was being used by 
the Nationalists themselves.?8 The Tharsis Sulphur and Copper Com- 
pany was receiving similar treatment and, despite Nationalist regula- 
tions, was showing large profits and increasing its exportation ton- 
nage.*4 In July 1937 the Orconera Iron Ore Company, largest British- 
owned mining firm in the Basque region, received permission to 
continue its operations and its shipments of ore to Britain.?> On July 8, 
1937, the directors of the Anglo-Spanish Construction Company, after 
reporting the unhappy fate of their holdings in Republican Spain, 
pointed to the peaceful and satisfactory operation of their Santander- 
Mediterraneo Railway, all of which was in Nationalist Spain. The 
service had been normal and profits were greater than before the war. 
“The staff was to be congratulated upon this excellent achievement, 
not forgetting that the administration of General Franco’s Government 
was responsible for the conditions in which this recovery has been 
made.”®* Thus, the former president of the British Chamber of 
Commerce in Spain could write with considerable truth of conditions 
under Franco: 


No one had to be evacuated [as was the case in Republican Spain], while 
business and property continued to be possessed by its owners, though 
they had to experience the inconvenience, natural in war-time, of exchange 
control, which obliged exporters to hand over their foreign exchange to the 
Government in return for pesetas at the controlled rate. These exchange 
regulations prejudiced the profits of the businesses concerned, but in con- 
trast to the fate of businesses located in Government Spain, the owners 
still possessed their properties and enjoyed the advantages of law and order 
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without the destructive hindrances imposed by Marxian legislation and 
Moscow-controlled Trade Unions.27 


The comparatively good treatment of British property in Nationalist 
Spain was undoubtedly designed by Franco for his own benefit. Not 
only did it insure the smooth and continuing operation of mines and 
railroads and thus strengthen the Nationalist military machine, but of 
equal importance, it served to gain the good will of British capitalists 
who could not fail to compare the fate of their properties in Nationalist 
Spain to the wholesale expropriations and collectivizations meted out 
by the Republic. By his attitude toward British property, Franco 
showed clearly that he had no intention of allowing his German allies 
to penetrate too deeply in the Spanish economy. The way thus was left 
open for closer Anglo-Spanish economic relations which in turn would 
further remove Nationalist Spain from diplomatic isolation. 

Doubtless encouraged by Franco’s demonstrated benevolent attitude 
and probably urged on by English capitalists who sought to strengthen 
their position in Spain, the British government continued its efforts 
toward a rapprochement with the Burgos government. Preliminary 
negotiations had taken place in the spring of 1937 and by October, 
when the Nationalists began their conquest of ore-rich Asturias, the 
London government had agreed in principle to the establishment in 
England of Nationalist consulates of a semi-official character.?* Nego- 
tiations between London and Burgos proceeded rapidly, and on No- 
vember 4 the leader of the Opposition in the British Parliament de- 
manded to know if the Chamberlain government had decided to grant 
de facto recognition to the Insurgents. In answer to Mr. Attlee’s query, 
the Prime Minister sought to explain his government’s policy and at 
the same time to conciliate those Englishmen who opposed any deal- 
ings with the Nationalists. Denying that the government was contem- 
plating any change in its attitude toward the contending factions in 
Spain, he argued that it was the government’s duty to assume “respon- 
sibility for the protection of British nationals and British commercial 
interests throughout the whole of Spain, including those large areas 
... of which General Franco’s forces are now in effective occupation”. 
In order to fulfill this responsibility, Mr. Chamberlain continued, “His 
Majesty’s Government have entered upon negotiations for the appoint- 
ment of agents by them and by General Franco respectively for the 
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discussion of questions affecting British nationals and British commer- 
cial interests, but these agents will not be given diplomatic status.” 29 

On November 8, 1937, at a parliamentary session lasting into the 
late hours of the night, Foreign Secretary Eden sought to quiet the 
benches of the Opposition by explaining the necessity of the govern- 
ment’s action, Eden argued that the appointment of agents was essen- 
tial for the protection of British commercial, industrial, and financial 
interests in the nearly two-thirds of Spain now controlled by the 
Caudillo — an area in which millions of pounds sterling were invested 
in iron ores, copper and lead mines, and in the sherry industry. The 
Foreign Secretary pointed out that, lacking any representation at the 
Nationalist capital, Britain had been at a great disadvantage in com- 
peting with other powers having economic interests in Spain. In order 
that an end “be put to this unprecedented state of affairs, and that 
some machinery ... be set up by which each side could give proper 
attention to the matters of common concern to both of them”, the 
British government had reached an agreement with Franco for the 
mutual exchange of quasi-diplomatic agents.*° 

The British action in exchanging agents with the Nationalist regime 
was undoubtedly taken primarily as a means of protecting British in- 
terests and perhaps also as a kind of insurance against the day when 
Franco would control the whole of Spain. But to many English 
sympathizers of the Spanish Republic it seemed “a step which has 
delighted the rebel generals and their European supporters and dis- 
quieted the legitimate Government of Spain and their democratic 
friends”. One Opposition member of Parliament demanded to know 
if there was “any step the Government will not take to support General 
Franco against the legitimate Government in Spain’.8? Another 
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parliamentary spokesman questioned whether the British action was 
not “more detrimental to the Government forces in Spain than ought 
to be the case on the part of the leading Government in the world, as it 
says it is, to the policy of non-intervention”.*? The liberal News 
Chronicle called the appointment of agents a favor to Franco and a 
rebuff to the Loyalist government and characterized it as “a blow to 
Spanish Democracy”.*4 Certainly Britain’s action was welcomed by 
the Nationalist regime. Not only would trade with Britain provide 
needed foreign exchange, but it would also increase Franco’s bargain- 
ing power with his fascist allies. Politically the British action was re- 
garded as a step toward diplomatic recognition, however carefully 
London might label such relations as “informal” or “unofficial”. The 
Nationalist government made no effort to conceal its genuine pleasure. 
El Adelanto proclaimed in big headlines “the triumphs of Spain on the 
international front” and spoke of the exchange of agents as the equiva- 
lent of recognition.*®> Whitehall suffered keen embarrassment from a 
communiqué issued by the Caudillo: 


The Nationalist Government considers this [the appointment of agents] a 
temporary arrangement leading to normal relations. It is not a recognition 
of belligerency but it is much more, because the recognition of belligerency 
is much less important than the recognition of sovereignty implied in the 
conclusion of this agreement. Such agreements are not concluded with 
“pirate” states. ... Although tardy, it is still most welcome as a sign that 
our victory and the justice of our cause have been recognized by Britain.%¢ 


The man chosen by Britain for her “diplomatic agent” in Nationalist 
Spain was Sir Robert MacLeod Hodgson, a professional diplomat who 
had spent many years in Russia where he had gained a Russian wife 
and a strong hatred of Bolshevism.*’ Hodgson arrived in Salamanca on 
December 16, 1937, and from the beginning was accorded full diplo- 
matic privileges, despite Eden’s earlier assertion that the agents were 
to be of a quasi-diplomatic character.** Appointed to represent the 
Burgos regime in London was the Duke of Alba, in whose veins ran 
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the blood of Scotland’s Stuarts, and who claimed kinship with leading 
families of the British nobility. Actually the Duke’s official appoint- 
ment in November marked little change in his position; almost from 
the beginning of the war he had been working in gndor as an agent 
of the Nationalist government.” 

There can be no doubt that the British government's decision to ex- 
change agents with the Nationalist government represented a major 
triumph for Franco. It is doubtful, however, that this decision was 
welcomed in Berlin, for the Anglo-Spanish rapprochement posed a 
serious threat to Germany’s economic ascendancy in Spain, both for 
the present and future. Almost from the beginning of the Civil War 
the German government had demanded that the Powers at least extend 
recognition of belligerent status to the Franco regime; but now 
Britain’s virtual de facto recognition of the Burgos government was 
reported in the Nazi press briefly and without comment.” 

In the early fall of 1937 Germany stood virtually unchallenged as 
the principal foreign power in Spanish economic life. In Spanish 
Morocco where she had once been a dominant economic factor, 
France had long since yielded her position to Hisma;*t the French 
government was now in no position, ideologically or diplomatically, to 
negotiate with Franco. Neither did the Berlin government need fear 
Italian competition. Although Italy, operating chiefly through the 
trading company Sociedad Anénima Financiera Nacional Italiana 
(Safni), held claims against the Nationalist government valued at over 
three billion lire and was receiving as payment for military aid tons of 
iron ore, pyrites, manganese, and olive oil, her imports from Spain 
were “insignificant” when compared with those of Germany.’ Only 
Britain had remained to offer serious competition to Germany in the 
Spanish economic sphere; even so, British interests had suffered losses 
as a result of Nazi political and economic activity. Throughout the first 
year of the war, while the London government maintained no relations 
with Franco, English investors in Spanish mining properties were al- 
most helpless when the Caudillo’s Nazi allies demanded English- 
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owned products as payment for armor and artillery. Nevertheless, 
Hisma had been unable to eliminate completely its English competi- 
tors. Now, in November 1937, the situation was changed. His Majesty's 
Government had entered into relations with the Nationalist regime 
and was showing its determination to fight Nazi exploiters in order to 
maintain traditional British interests in Spain. 

In October, when it had first become apparent to Germany that 
Franco was seeking to negotiate some type of economic modus vivendi 
with Great Britain, officials in Berlin had shown anxious concern. 
Franco's vigorous denials that his negotiations with Britain would in 
any way prejudice the Reich’s position in Spain were received with 
skepticism in Berlin. Already the Spaniards were proving reluctant to 
grant concessions to Germany, and the entrance of a determined 
Britain into the economic arena would hardly facilitate Nazi efforts. 
On October 16 the Wilhelmstrasse reminded Ambassador Stohrer that 
a Spanish agreement with any third power would be dangerous to the 
pre-eminent economic position which Germany had won in Spain. An 
agreement with Britain, the Wilhelmstrasse spokesman warned, would 
be especially dangerous since British and German interests confronted 
each other in iron, copper, and pyrites. The ambassador was ordered 
to intervene to protect German interests if they should be threatened 
directly by Anglo-Spanish negotiations. Despite its own admission that 
English interests could not be excluded permanently from Spain, the 
German Reich was determined to maintain its economic supremacy as 
long as possible.* 

Hermann Goering, whose efforts to obtain minerals for the Reich 
had led him to participate in a mining company in distant Manchuria 
in 1935,44 by the summer of 1937 had proved himself unchallenged 
master of Germany's economic policy in Spain. Now finding this poli- 
cy threatened by Spaniards who opposed the Montana demands and 
by Englishmen who resented Nazi usurpation of their traditional posi- 
tion, Goering began to assume a greater personal direction of German 
negotiations with Franco. Pointing to the Reich’s contributions to the 
Nationalist cause, Goering declared it his right to make definite de- 
mands regarding the safekeeping of Germany’s “war booty”. In an 
effort to force further concessions, he ordered Herr Jagwitz of Hisma- 
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Rowak to go to Salamanca and to “hold a pistol to General Franco’s 
breast”. Jagwitz, however, staunch Nazi that he was, disapproved of 
Goering’s methods, fearing that threats and force would only worsen 
German-Spanish relations. Aware, too, that Franco no longer depend- 
ed on German aid to the extent that he had during the early months of 
the war, Jagwitz argued that persuasion rather than threats would 
produce the more favorable results.” 

The Nazi rulers were now confronted with the dual task of securing 
mining concessions despite the hostility of the Junta Técnica and the 
decree of October 9 and of preventing the conclusion of any Anglo- 
Spanish agreement detrimental to German interests. At the same time 
they were forced to admit that their support was not an absolute essen- 
tial for a Franco victory; now they and not the Caudillo were in a 
tenuous position. Should the Nazis carry out their implied threats of 
withdrawing support from the Nationalist armies, they would certainly 
lose all influence in Spain and would leave the area completely open 
for exploitation by Italians and especially by Englishmen. On the other 
hand, continued aid to the Caudillo was no longer a guaranty that all 
German demands would be met. 

The Anglo-Spanish rapprochement brought Franco to a new phase 
in his relations with the world. Japan was ready to extend de jure 
recognition to the Burgos government, while Austria, Hungary, 
Switzerland, and Holland were about to follow England’s example and 
establish semi-official relations with the Caudillo. Yugoslavia, Poland, 
and Belgium were eager to regularize their relations with the regime 
that seemed destined to rule Spain. To the Berlin government these 
diplomatic actions seemed merely more threats to Germany’s position 
in Spain.** A Spain no longer diplomatically isolated was likewise no 
longer such an easy field for Nazi conquest. Hisma-Rowak now con- 
fronted determined adversaries. Taking advantage of the rigid restric- 
tions imposed by Hisma on German-Spanish trade, English merchants 
offered Spaniards liberal credit and payment methods. Switzerland, 
wanting a share in the Spanish trade, promised as payment for goods 
large percentages of foreign exchange desperately needed by Franco. 
From New York came reports that business circles in the United 
States, from which the Nationalists were already buying large quanti- 
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ties of goods, were interested in investing in Franco Spain. In San 
Sebastian the French Chamber of Commerce was urging the Paris 
government to conclude a commercial agreement with the Caudillo.47 
By mid-January of 1938, Franco had received additional trade propos- 
als from Denmark, Norway, and Sweden.*8 Realizing that Germany 
could in the long run retain her privileged position only at the suf- 
france of the Spaniards themselves, Ambassador Stohrer urged his 
superiors to adopt a more conciliatory attitude and to ease the restric- 
tions on trade through Hisma.*® But the Germany of 1937 gave more 
heed to party faithfuls than to career diplomats, and the ambassador 
was to find little acceptance of his pleas for caution and moderation. 
Late in November Goering named Bernhardt, who was retained in 
the directorship of Hisma, as “his special representative for economic 
questions in Nationalist Spain” and charged him with insuring “that 
the raw materials and vital foodstuffs necessary for the execution of 
the Four Year Plan shall insofar as Spain figures as a source of these 
products, be secured for the German economy on the largest scale 
possible”. In addition, Bernhardt, who was now certain that the 
October decree applied specifically to Germany,*° was ordered to give 
attention to all questions concerning future German-Spanish trade re- 
lations and to observe and report the economic efforts in Spain of all 
other nations. Because the duties assigned to Bernhardt coincided in 
large part with the usual duties of an embassy, the director of Hisma 
was instructed to maintain close contact with Stohrer and to send his 
reports through regular diplomatic channels. But it was made quite 
clear to whom Goering looked for the execution of his own policies. In 
the event of a disagreement between Bernhardt and Stohrer, the am- 
bassador was ordered to send not only a report of his own views to 
Berlin but also a report on the conflicting views of Bernhardt.* 
Before Bernhardt assumed his new duties — if indeed they were 
new duties — the conduct of economic affairs remained, at least offi- 
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cially, in the hands of the Foreign Ministry and the embassy. On No- 
vember 30, in a personal message to Stohrer, who was soon to find his 
position reduced to even greater subordination to the party, Foreign 
Minister Constantin von Neurath revealed the anxiety which pervaded 
the Berlin government over affairs in Spain. Despite Franco's vigorous 
denials, Neurath believed that the Nationalist government was giving 
substantial concessions to Great Britain and that these concessions, al- 
though not known in detail, posed “a serious threat to our interests’. 
Neurath instructed the ambassador to speak personally with the 
Caudillo and to make it “quite clear to him that, apart from all priori- 
ties granted us by treaty and simply on the basis of our exceedingly 
effective moral, financial, and military support of Franco in the critical 
moments of his rebellion, we insist absolutely on our well founded 
demand that our vital economic interests are not sacrificed to the in- 
terests of third parties, but are satisfied in full”. Ambassador Stohrer 
was ordered to demand “the major part of the iron and ore production 
of the Bilbao and Asturias mines” and “an unlimited concession” for 
the purchase to scrap metal. Neurath was willing for England to share 
in the Spanish trade, but, he added, “we will by no means put up with 
a favoring of England which displaces us from our economic position, 
especially in the purchase of raw materials”. The ambassador was in- 
structed to threaten a re-examination by Germany of her friendship 
toward Nationalist Spain and to demand that the Caudillo, as proof of 
his friendship for the Reich, recognize immediately the mining con- 
cessions already obtained by Hisma. Actually the instructions sent by 
Neurath were far more moderate than those originally proposed by 
Goering, who “was by no means disposed to put up with such conduct 
on the part of the Generalissimo” and who “was resolved to take the 
most stringent measures if the Generalissimo did not guarantee our 
rights and interests in an absolutely clear form”.®2 

The ambassador hastened to comply with his instructions from 
Berlin and immediately arranged a conference with Franco. The con- 
ference, however, accomplished little except to remind the Caudillo 
again of Germany's great interest in Spanish raw materials. When 
pressed for an explanation of alleged economic concessions to Britain, 
the Caudillo “showed great surprise” and denied that concessions had 
been granted either to the British government or to private British 
firms. Refusing to be intimidated by threats of a withdrawal of Nazi 
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aid, Franco bluntly denied Stohrer’s request for concessions of scrap 
metal and promised no more than an “immediate and friendly con- 
sideration” of Hisma’s other demands.*® Perhaps it was after this or a 
similar interview that Stohrer remarked to Sir Robert Hodgson that he 
was much amused at the wide-spread belief that he and the Italian 
ambassador could always persuade “an obstinate and self-opinioned 
Caudillo” to do their bidding. “In fact”, the German envoy added, 
“the damned fellow habitually does the exact opposite of what we 
suggest he should do, just to demonstrate his independence.” *4 

Berlin’s reception of Stohrer’s report on his conversation with 
Franco was angry and skeptical. Germany demanded positive proof of 
Franco's friendship, not just vague assurances. In July, Nationalist 
Spain had agreed to the establishment of mining companies “with the 
participation of German firms”. This agreement constituted far more 
than the “friendly consideration” which the Caudillo was now promis- 
ing, Reich officials said, and they demanded fulfillment of the July 
protocols.* 

During the closing days of 1937 the frequent meetings between Ger- 
man and Nationalist officials produced little of benefit for the Reich. 
The Nationalist chef de cabinet, José Antonio de Sangroniz, labeled an 
Anglophile of liberal tendencies by Count Ciano and found by Sir 
Robert Hodgson to be “most large-minded and reasonable”,®* pro- 
fessed the inability of his government to make a hasty decision on the 
German demands.5?7 Nicolas Franco and members of the Junta 
Técnica, although expressing a willingness to co-operate with the 
Germans, asserted that “it had not been possible to complete the abso- 
lutely necessary examination of the legal situation”. Don Nicolas again 
reminded the Germans that Spanish law permitted only 25 per cent 
foreign ownership in mining companies.** Causing further concern to 
Berlin was the presence in London of Franco's agent, the Duke of 
Alba, a professed monarchist and an opponent of the Falange and the 
German Reich, The Duke spoke of England as Spain’s best customer 
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and was thought to be working to create sentiment among Englishmen 
against German and Italian activities in Spain.°® 

In Seville on December 29, 1937, General Queipo de Llano staged a 
mammoth fiesta and military review, gave special honors to Stohrer, 
and spoke enthusiastically of the Nationalists’ friendship for the Ger- 
man Reich.* But despite this and other protestations of friendship, the 
Franco regime had refused to yield to the extensive German demands. 
By mid-December the tables were completely turned, and Spaniards, 
not Germans, were issuing demands. At a luncheon in San Sebastian, 
attended by Nationalist officials and personnel of the German embas- 
sy, the Spaniards made no effort to conceal their discontent with the 
Hisma-Rowak commercial monopoly. Subtly, but with considerable 
force, they demanded immediate preparations for a complete reorgani- 
zation of German-Spanish trade. To their Nazi allies they presented an 
alternative: either revise the present commercial system and thus 
secure the co-operation of the Franco regime, or refuse to permit a 
revision and see Spaniards increasingly turn to other countries. The 
Spaniards informed their German companions that the present system 
throttled the normal development of the Spanish economy, that it was 
causing growing resentment in Spanish economic and banking circles 
against Hisma, and that it was increasing the probability of stronger 
ties between Spain and Britain and thus considerably limiting the 
possibility of future German-Spanish trade relations. Ambassador 
Stohrer was made to understand that “Germany must either decide to 
relax the present arrangements or to reconcile herself to having the 
Spanish economic interests orient themselves toward other countries, 
especially England and America, thus obtaining the possibility once 
more of drawing profits themselves from their activity”. The Spaniards 
concluded by suggesting co-operation between Spain, Britain, and 
Germany regarding mining enterprises and hinted strongly that Ger- 
many should pay for Spanish ores in foreign exchange which she could 
obtain through co-operation with the British.® 

Following the virtual ultimatum by the Spaniards, Stohrer requested 
and was granted a special audience with the Caudillo. “To show that 
Hisma and the Reich representation were of one mind”, he took with 
him Goering’s newly appointed economic representative, Johannes 
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Bernhardt. It was Bernhardt who argued the Reich’s case. To a “visibly 
cool and aloof” Caudillo, the director of Hisma emphasized again the 
necessity of Germany's securing Spanish ores, not only by trading 
agreements but also by direct participation in the exploitation of 
mineral resources, as had been provided for in the July protocols. He 
requested that seventy-three mining properties already acquired by 
Hisma be recognized by the Nationalist government. After listening in 
complete silence, Franco stated simply that he was well aware of the 
position and needs of the Reich and that, as he had said before, Ger- 
many’s “interests in the mineral exports from Spain would be safe- 
guarded”. But he pointed out that his government at present lacked the 
necessary information concerning the acquisitions obtained by Hisma 
and thus could not give a final answer. The Generalissimo reminded 
the Germans of Spanish laws prohibiting foreign participation in min- 
ing companies exceeding 25 per cent, and he stated that these laws 
applied to concessionary rights as well as direct ownership. 

In his conference with the Generalissimo, Bernhardt asked for an 
explanation of “a certain change that seemed to him and also to certain 
authorities in Berlin to have occurred in the attitude of the Spanish 
Government toward Hisma and himself, as was evident in the handling 
of the Montana affair”. The usually evasive Franco, now pressed for 
an explanation, replied simply: “Well yes. It did surprise me that 
Hisma, which I entrusted with the task of regulating trade and pay- 
ments, is now secretly trying to acquire and is acquiring mining rights 
as well.” To Bernhardt’s immediate retort that the July protocols as- 
signed such a task to Hisma, Franco answered bluntly: “I was not 
aware of that. Therefore I was surprised that it happened.” As it was 
obvious that no progress could be achieved under these circumstances, 
it was agreed there would be convened immediately after Christmas a 
commission consisting of members of the Junta Técnica, officials of 
Hisma, and a representative of the German embassy, which would 
make a study of the situation and seek to reach a conclusion concerning 
the legality of the Montana project. 


On January 1, 1938, Generalissimo Franco broadcast a New Year’s 
message to the Nationalist armies. The day of final victory, he said, 
was rapidly approaching; very soon Spaniards would drop their weap- 
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ons of war and would take up the tools of peace and join in building a 
new Spain — a Spain “Una, Grande y Libre”.** The Caudillo’s conti- 
dent assertion that victory was near was to prove incorrect, but Franco 
did have every reason to believe that the final triumph would be his 
and that in his hands would rest the destiny of Spain. No longer did 
Nationalist Spain consist chiefly of the agricultural plains of Andalusia. 
Now Nationalist soldiers patrolled the ore-rich provinces of Vizcaya, 
Santander, and Asturias; red and gold banners waved over the harbors 
of Bilbao, Santander, Gijén, Vigo, and La Corufia, all of which were 
flourishing again as busy commercial centers.** The coal fields of 
Asturias and the iron ore mines of Vizcaya were again being worked at 
near full capacity, partly by prisoners of war. The steel mills and ma- 
chine shops of Bilbao, largest industrial city in Nationalist hands, were 
operating at virtually full capacity and were turning out shells and 
guns for Franco’s armies, further lessening Nationalist Spain’s depend- 
ence on her fascist allies.®é 

By the close of 1987 the Burgos government controlled almost all of 
Spain’s iron ore deposits. Although much of the iron production was 
used to meet Franco’s own military needs, thousands of tons were still 
available for export. Of iron ore shipments, Germany obtained by far 
the greater portion. During December alone Bernhardt acquired for 
the Reich a total of 55,000 tons of pyrites and 205,000 tons of iron ore; 
of the latter, 90,000 tons were shipped from Bilbao and 100,000 tons 
from Spanish Morocco. For the whole of 1937 Hisma shipped to Ger- 
many a total of 1,620,000 tons of iron ore, 956,000 tons of pyrites, and 
7,000 tons of tungsten, copper, and bronze.*?7 Germany’s only real com- 
petitor in the acquisition of Spanish ores was Great Britain, and 
Britain’s acquisitions were far inferior to those of the Reich. During 
the last six months of 1937 a total of 428,091 tons of iron ore, excluding 
chrome iron ore and pyrites, were shipped to English refineries.** Cer- 
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tainly the German Reich had replaced Britain as Spain’s greatest 
market for ores. Yet, the comparative figures of ore acquisitions by 
Germany and Britain tend to be misleading. The quantity of iron ore 
acquired by Britain during the last three months of 1937 was nearly 
65,000 tons greater than that gained during the corresponding period 
of 1936, when most of the iron fields were under the Republic, and 
nearly equal to that obtained during the entire second half of 1935, the 
last year of normal conditions in Spain.** Thus, Britain had suffered no 
real diminution in iron ore supplies from Spain. Furthermore, German 
gains had been made solely as a result of German aid to Franco — aid 
which as early as June 1937 had cost the Reich at least 150,000,000 RM 
and which had made a serious drain on military equipment needed by 
the Reich for rearmament. British importers, unable to pay for iron 
ores by shipments of war matériel, virtually the only commodity now 
wanted by Nationalist Spain, had nevertheless succeeded in obtaining 
necessary supplies and in preventing complete German domination of 
the Spanish mining economy. It must have been obvious to Nazi offi- 
cials that unless Hisma managed to secure ownership or control of 
extensive Spanish mining properties, the Reich could not expect, under 
normal trade conditions, to find in Spain a permanent source of the 
raw materials needed for the fulfillment of Goering’s Four Year Plan. 

No sooner had the New Year begun than Hisma and embassy offi- 
cials redoubled their efforts to gain mining concessions. Despite warn- 
ings that threats or intense pressure would only further antagonize the 
rulers of Nationalist Spain, Bernhardt and Stohrer were determined to 
“strive with all possible energy and speed toward recognition by the 
Generalissimo” of those holdings already acquired by Hisma and of 
Hisma’s right to secure additional concessions. Although it appeared to 
Stohrer that the atmosphere in Spain was threatening to grow even 
more unfavorable to German economic aspirations, Hisma officials re- 
fused to heed the pleas of the Junta and of Spanish merchants to 
liberalize commercial practices. Instead of seeking to conciliate the 
Spaniards, German Nazis extended their demands and some even pro- 
posed the acquisition of farm land in Spain.” 

After Bernhardt’s failure to bring the Spaniards to an acceptance of 


69 [bid., col. 57; and The Times (London), Sept. 3, 1937, p. 11. 

7 German Documents, No. 496 (Minute by the Director of the Economic 
Policy Department, Berlin, Jan. 5, 1938), pp. 545-547; see also ibid., No. 504 
(Minute by an Official in the Economic Policy Department, Berlin, Jan. 17, 
1938), pp. 559-560. 
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German demands, Stohrer again assumed the direction of Nazi efforts. 
On January 26 he called on Sangroniz, but after a brief and fruitless 
meeting was forced to report to Berlin that the outlook for Montana 
remained dismal. The Spaniard had spoken of the hostility and resent- 
ment aroused in Spain’s ruling circles by the Montana affair and had 
sharply criticized Hisma’s purchasing of mines and mining rights at 
“an incredible extent”.71 Finding no support from Sangroniz, the am- 
bassador turned again to Count Jordana and informed him that the 
German government, especially Goering, was becoming alarmed over 
the Montana situation and was threatening a change in its pro-Franco 
policy. Jordana, giving the usual assurances of friendship and of a de- 
sire for co-operation with the Reich, nevertheless pressed for further 
delays, saying that the matter must be laid before the Caudillo. As 
usual he stressed his government's adherence to Spanish laws, main- 
taining that it was necessary to study large numbers of laws, royal 
ordinances, and decrees, all of which “raised difficult questions of 
interpretation”. Jordana concluded the conversation by stating that 
“the mentality of the Spanish people was such that it tended, following 
a change in government or in government parties, to call the members 
of the former government to account for its actions. ... Therefore he 
had to attach great importance to abiding most strictly by the Spanish 
laws since, after all, one could never know what might happen.” ” 
By a decree of January 30, 1938, Franco proclaimed the establish- 
ment of a civil government to replace the hitherto ruling Junta Técnica. 
President of the new government, of course, was Caudillo Franco; 
Vice President and Minister of Foreign Affairs was Count Jordana.” 
The Ministry of Industry and Commerce was placed in the hands of 
Juan Antonio Suances, an ardent Catholic, a talented administrator, 
and a long-time personal friend of the Caudillo.’4 It was with Suances 
that the Germans would now negotiate for mining rights. Early in 
February, Ambassador Stohrer visited the new minister and presented 
him with the problem of Montana. Like Jordana, Nicolas Franco, 
Sangroniz, and the Caudillo before him, Suances expressed a complete 


71 [bid., No. 509 (Memorandum by the Embassy in Spain, Salamanca, Jan. 26, 
1938), p. 570. 

2 Tbid., No. 508 (Memorandum by the Embassy in Spain, Salamanca, Jan. 28, 
1938), pp. 567-569. 

73 Boletin Oficial del Estado, Jan. 31, 1938, pp. 5514-5515. 

“4 A brief biographical sketch of Suances is found in A.B.C. (Seville), Feb. 1, 
1938, p. 13. See also Arthur P. Whitaker, Spain and the Defense of the West: 
Ally and Liability (New York, 1961), pp. 128-131. 
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willingness to co-operate with Germany. But he insisted that Spain 
could not permit her mines to be taken over completely by foreign 
interests, as had happened earlier in the case of the Rio Tinto copper 
fields. In a “tentative expression of opinion on his part”, Suances did 
intimate that perhaps Germany could acquire up to 40 per cent owner- 
ship in some mining companies; even larger percentages might be 
possible if there was complete German-Spanish collaboration. After 
leaving the conference, Stohrer felt confident that Suances would give 
personal support to limited German participation in Spanish mining 
enterprises. But he was also certain that the new minister would 
vigorously insist on Spanish control of all mines in which the Germans 
acquired an interest.’ 

It was left to the Wilhelmstrasse, cautious and continually over- 
ruled, to point out the futility of making extensive demands on the 
Nationalist government. Early in March, Dr. Karl Schwendemann of 
the Wilhelmstrasse, former counselor of the German embassy in Spain, 
expressed in a memorandum the opinion, undoubtedly shared by many 
of his diplomatic colleagues, that “from the ideology of the Spanish 
Nationalist Movement as well as from the Spanish character it is ap- 
parent that any subordination to the will of one or more allies, particu- 
larly if it is forced, would meet with the strongest internal resistance”. 
He urged, therefore, that in dealing with the Burgos regime, German 
officials should emphasize the idea “not of a claim or counter-claim in 
return for our services but of the logical development of the communi- 
ty of interests which arose during the Civil War and which is based on 
geo-political and historical factors”. With considerable foresight 
Schwendemann disputed a current Nazi belief by expressing doubt 
that Franco could be forced to make a definite commitment concerning 
his future international position. Nor, he argued, should Germans ex- 
pect heavy pressure on the Caudillo to give them the extensive and 
permanent economic privileges they desired. In conclusion he wrote: 


From a knowledge of the Spanish national character and the ideology of 
the Spanish Nationalist Movement, the fundamental observation may be 
made that Nationalist Spain will resist any attempt at excessive foreign 
control, monopoly, or any sort of subordination, as soon as she has freed 
herself from the emergency in which she needs direct assistance. ... It is 
illogical for us on the one hand to adopt the ideology of a reawakened, 
newly strengthened Spain, a Spain una, grande e [sic] libre, and to support 


75 German Documents, No. 532 (Ambassador in Spain to the Foreign Ministry, 
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this with our blood and money, and then in the economic sphere to make 
use of methods of majority control and monopoly in our dealings with this 
country.76 

The words of Karl Schwendemann went unheeded. Not until too late 
would German Nazis realize their wisdom. 


76 Ibid., No. 544 (Memorandum by the Head of Political Division II j 
March 10, 1938), pp. 617-619. hi ee ee 
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THE NEW SPANISH MINING LAW: 
CONTINUING GERMAN-SPANISH CONFLICTS 


On March 9, 1938, the Nationalist armies began their long-awaited 
Aragon offensive. Commanding nearly 150,000 Nationalist soldiers and 
supported by the Italian Black Arrow and Blue Arrow brigades, the 
tank units of Thoma, and the Condor Legion, General Fidel Davila 
possessed far greater strength than his already dispirited Republican 
opponents.! The front was broken in several places on the first day of 
fighting. In Rome Count Ciano gloated that “in Spain it is full speed 
ahead”.2 Two weeks later, Nationalist soldiers, for the first time since 
the opening of the war, trod on Catalan soil; Barcelona waited in de- 
jection for the final thrust. An English correspondent, certain that the 
war was nearing its close, reported to his paper: 


The civil war has entered upon its last lap. Nothing now can save the 
cause of the Government in Spain unless foreign intervention comes to 
their rescue on terms approximately equal to the help Italy and Germany 
are giving General Franco. Even so such help would have to be 
“administered” to prevent its being wasted by incompetence.’ 


Indeed, by the spring of 1938, it did seem that Franco had at last 
clinched the victory which, ever since the opening of the war, he had 
been proclaiming as imminent. The Nationalist advance continued and 
by mid-April the tottering Republic was severed. On April 15, Na- 
tionalist armies invested the small fishing villages of Alcanar, Vinaroz, 
and Benicarlo and observed Good Friday on the shores of the Medi- 
terranean.‘ It was, therefore, with good reason that Franco told his 
soldiers that they were now engaged in “the last days of the reconquest 
of Spain’.5 

1 The Times (London), March 10, 1938, p. 14; and March 12, 1938, p. 11. 

2 Galeazzo Ciano, Hidden Diary, 1937-1938, trans. Andreas Mayor (New York, 
1953), p. 87. 

3 The Times (London), March 26, 1938, p. 12. 

4 A.B.C. (Seville), April 16, 1938, pp. 7-8. 

5 The Times (London), April 22, 1938, p. 15. 
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Yet, despite all appearances, the Republic was not beaten. Continual 
rain and a reorganization of the Republican army played a part in 
stemming the Nationalist advance. But the chief reason for the 
Republic’s new lease on life was the reopening of the Franco-Catalan 
frontier on March 17 and the subsequent arrival in Barcelona of des- 
perately needed tanks, artillery, and planes.® The aid which The Times 
correspondent had regarded as necessary for the survival of the 
Republic was now arriving; the war was to last for another year. 

French action in favor of the Republic was not entirely unexpected. 
On March 18, Léon Blum formed his second Popular Front govern- 
ment and named Joseph Paul-Boncour his Foreign Secretary. Austria 
had just been annexed to the Third Reich and there was talk of war 
between France and Germany. One official of the Quai d’Orsay re- 
portedly remarked that “we will avenge Austria in Spain”. Apparently 
the Blum government did consider active armed intervention on be- 
half of the Republic but was deterred from taking this action by 
French military authorities who were certain that such open support 
of the Republic would bring on a war with Italy and Germany and that 
France would find no support in London.’ These fears were probably 
justified. On March 16, Ciano noted in his diary rumors of French 
intervention and added that should France intervene, Italy would re- 
serve her liberty of action and would intervene in force.® Shortly after- 
wards, General Wilhelm Keitel, Chief of the Supreme Command of the 
Wehrmacht, dispatched a note to the Wilhelmstrasse saying that 
French intervention would entail the possibility of a full-scale Europe- 
an war: “For France knows that south of the Pyrenees she would en- 
counter not only the whole of the Spanish Nationalist armed forces but 
also Italian and German troops, behind which stand the armed forces 
of both of these great military powers.” * France was actually in no 
position to intervene militarily on behalf of a cause probably beyond 
rescue. But her action in opening her frontier and in permitting the 
transport across her territory of war matériel was sufficient to enable 
the Republic to fight on for another year, to cause Nationalist Spain to 


6 Thomas, p. 532. 

7 Ibid., p. 522; and Broué and Témime, pp. 455-456. The question of possible 
intervention was discussed at a meeting of the French National Defence Com- 
mittee on March 15. The meeting is described in General Maurice Gustave 
Gamelin, Servir, II (Paris, 1946), pp. 322-328. 

8 Ciano, Hidden Diary, p. 89. 

® German Documents, No. 549 (The Supreme Command of the Wehrmacht to 
the Foreign Ministry, Berlin, March 22, 1938), p. 623. 
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turn again to Rome and Berlin for increased aid, and thus to reduce 
substantially Franco's bargaining power with a Reich determined to 
possess Spanish minerals. 

Nationalist authorities first voiced fears of French help to the 
Republic on March 16.1° It was soon obvious that these fears were not 
without reason. On April 15, the American chargé daffaires in Paris 
reported to Washington that he had learned from “Communist leaders 
who are usually reliably informed in this matter that for several weeks 
substantial quantities of airplanes and medium caliber guns have been 
coming from Russia, landed at Bordeaux and transported overland to 
Spain”. The guns were obsolete but very useful for the type of fighting 
in Spain. French authorities, while continuing non-intervention as a 
policy, had decided not to interfere with the arms traffic.1t A New 
York Times correspondent reported that Barcelona was receiving so 
much aid through France that there existed the possibility of a Loyalist 
counterattack. The correspondent had “watched for many days a 
seemingly endless stream of ten-ton trucks crossing into Spain”. One 
French customs official admitted that a daily average of 200 such 
trucks passed his post. Another said that he personally had permitted 
twenty planes and twelve tanks to enter Spain registered as “agricul- 
tural machinery”.!2 When Edouard Daladier became premier in April 
the arms traffic continued and probably even increased in volume. To 
William Bullitt, the American ambassador in Paris, the premier stated 
that he had opened the frontier “as completely as possible”. He had 
even done more, he said. After Franco’s successful Aragon offensive, 
when Soviet Russia had expressed a willingness to send 300 aircraft to 
Catalonia if France would permit passage, Daladier had agreed and 
had even had trees cut down along highways in order that large 
bombers could pass. To an unbelieving Chamberlain, he had remark- 
ed, “Of course it is true and I shall ship through France anything that 
any country wishes to send to Spain. Moreover I shall continue this 
policy until the German and Italian planes have withdrawn from 
Spain.” 18 


10 Ibid., No. 545 (Memorandum by the State Secretary, Berlin, March 16, 
1938), p. 620. 

11 U,. S., Department of State, Foreign Relations of the United States, 1938, 
I: General, No. 597 (Chargé d’Affaires in France to the Secretary of State, Paris, 
April 15, 1938), p. 177. 

12 New York Times, April 13, 1938, pp. 1, 4. 

18 Foreign Relations of the United States, 1938, I., No. 739 (Ambassador in 
France to the Secretary of State, Paris, May 9, 1938), p. 192. 
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By late May it was becoming increasingly evident that the Spanish 
Republic maintained considerable life and that Franco’s “imminent” 
victory would be delayed. A correspondent of The Times reported the 
arrival in Barcelona of field guns, anti-aircraft guns, and “perhaps 200 
aeroplanes since March”, and stated his belief that while the National- 
ists were still receiving some supplies from Germany, the Republicans 
were rapidly reducing the previous disparity in equipment. New guns 
and planes had stiffened the Republican will to fight and “once more 
Spain seems doomed to a prolonged death grapple”.* To a corre- 
spondent in Burgos it was evident that “the coup de grace, the thurst 
at Catalonia, can hardly be delivered this year”.1* Although France 
tightened her frontier control early in June, some war matériel contin- 
ued to reach the Republic; on July 15, an official in the American 
embassy reported from Barcelona that several truck loads of packed 
airplanes had crossed the border.1 

The German Reich doubtless was not at all displeased to see the 
Republic strengthened and the Civil War prolonged. In November 
1937, the Fuehrer had proclaimed it to be in the interest of the Reich 
that Spain continue to claim the attention of London and Paris in 
order that Germany be able to carry out her aims in Eastern Europe. 
In addition to this strategic motive, Germany also must have viewed a 
prolonged struggle as a definite asset in the realization of her economic 
goals in Spain. In recent months the Nationalist Caudillo, confident 
that victory very soon would be his, had shown increasing signs of in- 
dependence and a determination to resist German demands. But if 
Franco were confronted once more with a strong Republican opposi- 
tion and again felt the need of German military support, it could be 
expected that he would prove far more amenable to German pressure 
for economic concessions. 

Following the conversations in mid-February between Ambassador 
Stohrer and the Nationalist Minister of Industry and Commerce, 
Antonio Suances, little change occurred in the status of the Montana 
project until March 19 when Franco ordered the Council of Ministers 
to reach a final settlement of the matter. As a result of this order, the 
Council of Ministers drafted a new decree to replace that of October 
9, 1937, which had so angered Goering and Bernhardt. This proposed 


144 The Times (London), May 20, 1938, p. 16; and May 23, 1938, p. 13. 

15 [bid., May 30, 1938, p. 13. 

18 Foreign Relations of the United States, 1938, I., No. 1004 (Counselor in 
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new law, which was never published and never went into effect, 
would have left ultimate control over all mineral resources in the 
hands of the Spanish government, but nevertheless would have per- 
mitted privileges to be granted to German interests. Yet it failed to 
meet German demands, and on March 80 Stohrer expressed his dis- 
satisfaction to Suances and Jordana and requested an interview with 
the Caudillo.17 The interview took place on April 6; Franco repeated 
his earlier assurances that German interests would be protected;18 the 
new decree was held in abeyance. 

The time was rapidly approaching when Franco would have little 
choice but to agree to German economic demands. On April 4 he was 
so confident of a hasty victory that in an effort to win the goodwill of 
England and France he hinted to Admiral Canaris that the time had 
come for the withdrawal of the German and Italian “volunteers”.'® Yet, 
by late April and early May the Republican forces had been so 
strengthened that Franco was urgently requesting that the “volun- 
teers”, especially the Condor Legion, remain in Spain until the end of 
hostilities.2® Once again Franco found himself at least partially de- 
pendent on German help and thus in no position to dispute Nazi de- 
mands. Yet, he was still to prove himself “an obstinate and self- 
opinioned Caudillo” who had no intention of sacrificing his inde- 
pendence to the Reich. 

Throughout April and May the Nationalist government continued 
its efforts to draft a mining law which would preserve Spanish control 
over the country’s mineral resources but at the same time satisfy, or at 
least placate, the German ally. Apparently the basic contents of the 
law were approved on May 24,*! but the final text was not completed 
until several days later and publication was delayed until June 8. 
During the intervening two weeks, Ambassador Stohrer busied him- 
self seeking to insure that the law would conform to German wishes. 


17 German Documents, No. 591 (Memorandum, Berlin, June 1, 1938), pp. 668- 
670; and editors’ note, p. 637. 

18 [bid., No. 566 (Ambassador in Spain to the Foreign Ministry, Salamanca, 
April 8, 1938), p. 641. 

19 T[bid., No. 557 (Ambassador in Spain to the Foreign Ministry, Salamanca, 
April 5, 1938), pp. 630-631. 

20 Ibid., No. 575 (Ambassador in Spain to the Foreign Ministry, Salamanca, 
April 27, 1938), p. 647; and No. 581 (Ambassador in Spain to the Foreign Ministry, 
San Sebastian, May 4, 1938), pp. 653-654. 

21 El Adelanto, May 25, 1938, p. 1, reported that on May 24 the Council of 
Ministers had approved the provisional law on mining concessions and trans- 
actions. 
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His efforts were to prove partially successful, but he was again to be 
reminded that Franco, despite the allegations of his enemies, was far 
from being a puppet of the German Reich. 

On May 31, in a telegram from San Sebastian, where the embassy 
was now installed for the summer, Stohrer informed the German 
Foreign Ministry that he had been assured that the new mining law 
had not yet been approved by Franco and that German views were 
being taken into consideration. The Spanish government had refused 
to disclose the contents of the law, but Hisma had learned that “there 
will probably be a limitation of foreign participation [in mining com- 
panies] to 25 percent, although with exceptions”. Hoping to gain more 
changes in favor of Germany, the ambassador had requested an imme- 
diate audience with Franco and had told Foreign Minister Jordana 
that he expected “until that time no final decisions will be made”. 

The ambassador's request for an audience with Franco was not 
granted. Instead, on the night of June 4 a representative of the Foreign 
Ministry, Sefor Espinos, called on Stohrer at the embassy and in- 
formed him that the law had just been signed by Franco, but that 
Jordana wished to show it to him before releasing it for publication. It 
was an angry German diplomat who vented his wrath of Jordana’s 
emissary: 


I told Senor Espinos very sharply that this was by no means the informa- 
tion which I had expected. I had requested an audience with the Generalis- 
simo in the name of my Government and had expressed the expectation that 
until that time nothing definite would be done; I was extremely surprised 
that these two requests which the German Ambassador had made at his 
Government's order had not been fulfilled; I had no reason whatever to call 
on General Jordana; my instructions stipulated that I speak to the General- 
issimo; now that the law had been signed I could do nothing but inform 
my Government accordingly; furthermore, I personally had to ask myself 
whether I was perhaps no longer persona grata with the Generalissimo. I 
would also ask this question in Burgos and would at once draw the neces- 
sary conclusion from an affirmative reply. Sefior Espinos rejected this as- 
sumption most decidedly and said that during the last few days the Gen- 
eralissimo had been busy “como un loco”. ... Thereupon I told him that 
I by no means demanded that the Generalissimo receive me at a certain 
hour or on a certain day, and that I also did not mind if the matter re- 
mained in suspenso until he had more time. I assumed at any rate that 
under the given extraordinary circumstances the Spanish Chief of State 
could find half an hour for the German Ambassador at some time or other. 


*2 German Documents, No. 588 (Ambassador in Spain to the Foreign Ministry, 
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Espinos was ordered to tell Jordana of the entire conversation. Two 
hours later Jordana telephoned and again urged that the ambassador 
call on him in Burgos. With ill humor, Stohrer agreed.?8 

The meeting took place on Sunday afternoon, June 5. Jordana ex- 
plained that soon after the opening of the Civil War, the Nationalist 
government had decided to settle the mining question which was so 
important to Spain. Because of the lack of legal precedents and be- 
cause the Republican government was making excessive sales of 
mineral resources, the Burgos regime had found it necessary to publish 
the decree of October 9, 1937. Now, however, the time had come to 
settle the entire issue by law, and because of the extreme German in- 
terest in the matter, Stohrer’s wishes had been taken into account. 
Jordana and Franco, in the face of considerable opposition among the 
ministers, had worked on Germany’s behalf and, during the last few 
days, had succeeded in incorporating into the law several features 
favorable to Germany. Jordana explained the concessions to Germany 
and then spoke of the government’s present attitude: 


The foreign share in mining rights had been increased from 25 percent to 
40 percent, and the possibility had been expanded for the Spanish Govern- 
ment to make exceptions even beyond this in special cases. In the opinion 
of the Generalissimo and the entire Government, however, the absolute 
maximum had herewith been achieved for which the Spanish Government, 
in consideration of other countries and of its full responsibility regarding 
Spanish national property, could be responsible. For this reason the Gen- 
eralissimo had already signed the law yesterday.?4 


The ambassador was not satisfied, largely, it would seem, because of a 
wounded ego. Why, he demanded, had his request for an interview 
with Franco been refused? Why had the law been signed before such 
an interview had taken place? Was he to regard himself as no longer 
acceptable to the Spanish government? Jordana sought to conciliate 
the angry German and assured him that the entire government held 
him in high esteem. Jordana continued by explaining that Franco had 
refused to grant an interview solely in order that enemy propaganda 
would not claim that the Nationalist government was under the 
domination of the Reich. And finally, the Foreign Minister stated, the 
government had taken into consideration the German views and had 


28 [hid., No. 596 (Memorandum by the Ambassador in Spain, San Sebastian, 
June 6, 1938), pp. 675-676. 
24 Ibid., p. 677. 
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yielded as far as possible to these wishes; an interview with Franco 
would not have changed the contents of the law.” 

Stohrer refused to accept the explanation and declared his distress 
that “so little friendly understanding” was shown by the Spanish 
government in a matter so vital to Germany. When Jordana pointed 
out that it was not “customary” for the Spanish government to reveal 
the contents of a law until it had been finally accepted and signed, 
Stohrer replied that “it was also probably not ‘customary for one 
government to put at the disposal of another several thousand soldiers 
and large quantities of war matériel and to permit the soldiers to be 
killed and the matériel to be destroyed”. In answer to this reproach, 
the Foreign Minister stated that “it was, after all, not possible for a 
sovereign state first to ask the permission, as it were, ‘of all friendly 
governments’ in order to publish a law”. Stohrer’s retort was that to 
his knowledge Spain “unfortunately had very few ‘friendly govern- 
ments’, two at the most, which had drawn actual consequences from 
this friendship in Spain’s interest, and that the present case by no 
means involved some insignificant law but the settlement of a matter 
which affected us very closely”.2° Both Jordana and Stohrer closed the 
heated interview with renewed protestations of German-Spanish 
friendship. Yet, between the governments of Berlin and Burgos ob- 
vious tension existed. On the following day the ambassador wrote: 


I purposely conducted the entire conversation with the Foreign Minister 
very seriously and emphatically, since the whole question of the mining 
law appeared to me a sort of touchstone of the new Spanish Government’s 
attitude toward us. The result is by no means pleasing or gratifying, even 
though the new law. ... seems acceptable to our interests.27 


The Spanish mining law was published on June 8, 1938, and was offi- 
cially dated June 7.28 A lengthy document of seventeen articles, it be- 
gan by explaining that the decree of October 9, 1937, had resulted 
from the spoliation of mineral resources by the Marxist authorities in 
the “non-liberated” zone; it then stated that while the provisions of the 
earlier decree remained in effect in Republican Spain, the time had 
now come for a more normal administration of mining property in 
Nationalist Spain. Once more transactions in mining property were to 
be permitted, and those transactions declared null and void by the 


25 Ibid., p. 678. 

26 Ibid., pp. 678-679. 

27 Tbid., p. 680. 

8 Boletin Oficial del Estado, June 8, 1938, pp. 7754-7756. 
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October decree could now be carried out, provided requests were 
made within sixty days to the Ministry of Industry and Commerce and 
were subsequently approved by that Ministry. The Spanish state re- 
tained ultimate control over all mineral resources and reserved the 
authority to establish quotas of production and to supervise the distri- 
bution of mineral products both internally and abroad. Most important 
to the Germans were the provisions of Article ITI: 


Concessions to exploit mining property will only be granted to Spaniards 
or to Spanish entities constituted and domiciled in Spain. At least sixty 
per cent of the corporate capital must be Spanish property. ... 

In special cases in which, for the exploitation of mining concessions of 
national interests, the ratio of Spanish capital as provided in the previous 
section is not raised, the Ministry of Industry and Commerce, by decision 
of the Council of Ministers, can decree a lowering of the expressed percent- 
age to the extent and under the conditions which seem expedient in 
each case. 


Two days after the publication of the decree, Ambassador Stohrer 
communicated to the Wilhelmstrasse his views and those of Bernhardt 
on the effect which the law would have on German mining interests. 
Although it was evident that Franco and his ministers regarded their 
assurances concerning the Montana project as “onerous”, it neverthe- 
less seemed that the law was acceptable. Bernhardt, the ambassador 
reported, felt that the law “offers us the possibility of participating in 
the exploitation of Spain’s mineral resources in the manner desired by 
us, especially considering that foreign participation in mines was final- 
ly set as high as 40 per cent and that the possibility exists for the 
Spanish Government to make still more far-reaching exceptions”. 
Stohrer recalled an earlier conversation with Jordana during which the 
Foreign Minister had stated that foreign participation as high as 90 or 
even 100 per cent could be permitted in cases “in which mines were 
involved which were not being exploited or mines in which the 
Spanish Government had no special interest”. But the law itself was 
not so specific, and the limitation of the rights of foreigners could only 
be regarded as “inconvenient”. In some cases, the ambassador con- 
tinued, Hisma would be able to gain majority control through the use 
of “dummies”; “it will be entirely possible for us, with reference to 
the choice of personnel to insure German influence upon the com- 
mercial and particularly the technical direction”. Nevertheless, the 
complete success of the Montana project depended largely on the 
Spaniards themselves: 
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The Spanish Government has retained the greatest possible degree of free- 
dom for this through the wording of the law, so that it has every opportu- 
nity to encourage or limit foreign participation in the exploitation of Spanish 
mineral resources. 

Whether we receive what we are asking will consequently depend on the 
practical application of the law, that is, on the good will of the Spaniards.?9 


Stohrer’s comments indicate that he at least realized that the new de- 
cree meant no great change in the status of Germany's mining claims 
in Spain. Confronted by a strengthened Republican opponent, Na- 
tionalist Spain had repeatedly assured the Reich that German interests 
would be protected. Certainly the decree of June 7 was more advanta- 
geous than that of the previous October. But the Montana affair was 
far from being settled. Franco had succeeded in avoiding a definite 
commitment to his German ally, and the mineral resources of Spain 
still remained under Spanish control. If Spain was to serve as a perma- 
nent source of raw materials for the Reich, Hisma still had a big task 
ahead. If Stohrer and Bernhardt were readers of The Times, they were 
perhaps further disconcerted by an article appearing on June 15. On 
June 14 The Times correspondent in Burgos had reported the publica- 
tion of the mining law and had closed his dispatch with a brief com- 
mentary on its significance. 


It appears that this decree will benefit existing British mining interests in 
the Peninsula. It checks the invasion of the country by foreign concession- 
aires and tends to preserve the status quo, under which established British 
concerns had a long advantage over their industrial rivals. Fears that have 
been felt regarding the effect of the war on the balance of economic power 
in Spain must be allayed by the knowledge that no foreign power will be 
able to obtain a strangle-hold over the mineral resources of that part of the 
country which is under control of General Franco.3° 


Whether or not the decree of June 7 offered an opportunity to Ger- 
mans interested in Spanish ores, an opportunity was offered by 
Franco's military needs. The Germans were not slow to take advantage 
of the situation. On May 4 the Caudillo had requested that German 
“volunteers” remain in Spain until after the cessation of hostilities. On 
June 20 the Wilhelmstrasse instructed Ambassador Stohrer to inform 
Franco that this request would be honored and that, furthermore, the 
Reich government had decided to restore the Condor Legion, now 
greatly reduced in matériel and personnel, to its original strength. The 
9 German Documents, No. 603 (Ambassador in Spain to the Foreign Ministry, 


San Sebastian, June 10, 1938), pp. 687-689. 
30 The Times (London), June 15, 1938, p. 13. 


THE NEW SPANISH MINING LAW 103 


ambassador was to tell Franco that, of course, this increased aid was 
not conditioned on return services by Spain. Nevertheless, the ambas- 
sador was to stress again Germany's great interest in Spanish raw 
materials.31 

These instructions were carried out on July 5 when Stohrer con- 
ferred with Franco and Jordana. He related that the Condor Legion 
would be restored to full strength and that Germany would refrain 
from asking any compensation for this contribution. But he added, as 
Franco must have anticipated, that “it would be understandable that 
in view of this new delivery of war matériel to Spain we had a justified 
interest in a friendly and cooperative attitude on Spain’s part to insure 
our ore supply, since it would be recognized that Germany was a 
country relatively poor in raw materials”. And as Stohrer must have 
expected, Franco and Jordana gave renewed assurances that Ger- 
many’s interests would be protected. 

While Stohrer was receiving these oft-repeated promises, Bernhardt, 
aware that Spanish assurances meant very little, was outlining in a note 
to the Wilhelmstrasse his plan for the achievement of the Montana 
demands. According to the mining law, Bernhardt explained, German 
capital could participate in mining companies only to the extent of 40 
per cent, thus leaving 60 per cent of the capital in Spanish hands. If all 
this capital were supplied by one Spanish party, such as one of the big 
Spanish banks, then Hisma could not hope to secure dominant German 
influence and direction. Therefore, Bernhardt argued, it would be more 
advantageous to Germany if shares in the proposed companies were 
offered for public subscription. If at least 20 per cent of the shares 
were offered to the public, then Spanish agents of Hisma could pur- 
chase enough shares to insure a reliable majority and thus secure Ger- 
man control. Bernhardt claimed that the Minister of Industry and 
Commerce regarded the proposal as “plausible”.** Bernhardt’s pro- 
posal was shrewd: if Franco agreed to grant the exceptions regarded 
as necessary by Hisma, all would be well; if he did not, then Hisma 
would still be able to gain control of the proposed companies and yet 
remain within the limits of the law. 


31 German Documents, No. 613 (State Secretary Weizsiicker to the Embassy in 
Spain, Berlin, June 20, 1938), pp. 696-697. 

82 [bid., No. 632 (Ambassador in Spain to the Foreign Ministry, San Sebastian, 
July 6, 1938), pp. 716-717. 

38 Ibid., No. 634 (Memorandum by an Official of the Economic Policy Depart- 
ment, Berlin, July 9, 1938), p. 719. 
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It was now July 1938, the second anniversary of the Spanish Civil 
War, and for the first time Germany seemed on the verge of realizing 
her economic goals in Spain, the real basis of which was the Montana 
project. For two years the German Reich had poured into Spain air- 
planes, tanks, artillery, and ammunition and had provided Franco 
with pilots, technicians, and military advisers. As compensation, Ger- 
many enjoyed a flourishing trade with Nationalist Spain and during 
1937 and the first half of 1938 imported goods valued at 200,700,000 
RM and exported goods, exclusive of war matériel, valued at 113,400, 
000 RM.*4 Imports of mineral ores alone reached 25,000,000 RM in 
1937,%5 and during 1937 and 1938 German imports from Bilbao were 
nearly four times as great as those of Britain.2* Spain was now making 
a significant contribution to Goering’s Four Year Plan designed to 
prepare the Reich for war. Yet, in the summer of 1938, the Berlin 
government could not regard its Spanish venture as economically 
profitable. Already the Reich held unpaid claims against the Caudillo 
totaling 338,000,000 RM,*? and Franco had made no move to pay the 
debt. Instead, despite continued German aid and increased German 
pressure, he had successfully avoided committing himself to the sup- 
port of Hisma’s Montana project. Hisma was decidedly unpopular in 
Nationalist Spain,?®> and Spanish businessmen grumbled over high 
German prices and the “excessive zeal” of Hisma agents.?* Sir Robert 
Hodgson, England’s diplomatic agent, observed that while Spaniards 
recognized the value of German military support, they were likewise 
aware that Germany had intervened in her own interest. 


On the whole, therefore, the balance of indebtedness seemed to be on the 
side of Germany, not on that of Spain. And this made it ali the more in- 
tolerable that the Germans should be continually advancing demands for 
payment due to them for services rendered, should have swarms of their 
compatriots burrowing into every little business affair throughout the 
country and be doing their best to obtain for their firms an interest in 
mines and other enterprises where they were not in the least wanted.40 


It must have been obvious to German Nazis that their present favor- 


34 El Adelanto, Sept. 8. 1938, p. 7. 

35 German Documents, No. 577 (Memorandum by an Official of the Economic 
Policy Department, Berlin, April 30, 1938), p. 650. 

86 El Correo Espanol, Jan. 1, 1939, p. 13. 

87 German Documents, No. 577, p. 648. 

*8  Ibid., No. 628 (Minute by the Head of Political Division IIIa, Berlin, July 5, 
1938) spend Loe 

39 New York Times, May 15, 1938, p. 31. 

40 Hodgson, p. 87. 
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able economic position in Spain was solely the result of Franco’s mili- 
tary necessities; they must have known that unless they succeeded in 
gaining outright control over Spanish ore deposits, they would, follow- 
ing a Franco victory, be reduced to the role of one of many competitors 
for Spanish mineral products. If Germany was to realize her economic 
goals in Spain, a successful fulfillment of the Montana project was 
essential. 


VI 
SUCCESS FOR MONTANA: FRANCO CAPITULATES 
BUT RETAINS FREEDOM OF ACTION 


On July 18, 1938, Spaniards marked the anniversary of a war which 
for two years had claimed the attention of the world. Spanish Republi- 
cans demonstrated enthusiastic support of their government and cheer- 
ed the speeches of President Azafia and Foreign Minister Alvarez del 
Vayo which called for a continuation of the war until the achievement 
of final victory.1 But the words of the Republican leaders sounded 
hollow, for there now seemed little chance of a Loyalist military 
triumph. It was in Nationalist Spain that the anniversary of the war 
took on the air of a holiday. In their gaily decorated cities and villages, 
Spanish Nationalists attended Mass and heard speeches by Franco and 
Serrano Sufier. Underlying the celebrations, an English correspondent 
observed, was “first, the burning desire of the Nationalists that the 
‘third year of triumph’ should be the last; and secondly, a firm convic- 
tion that it would be so”.2 But less than one week after the commemo- 
ration of the anniversary of the war, the initiative passed once more 
into Republican hands and Franco again found his hopes for a speedy 
victory disappointed. Once more the Caudillo’s military needs — along 
with the crisis in far off Czechoslovakia — worked on behalf of Na- 
tionalist Spain’s far from disinterested German allies. 

On July 24, 1938, the Republican War Council met in Barcelona to 
consider means of halting the Nationalist advance toward Sagunto and 
Valencia. On the proposal of the Chief of Staff, General Vicente Rojo, 
the council decided to make a diversionary attack across the Ebro in 
an effort to confuse Nationalist communications between the Levante 
and Catalonia and, if possible, to restore for the Republic land com- 
munications between Catalonia and the rest of Loyalist Spain. The 
attack began that very night and was immediately successful, with the 
Republicans advancing in some places as much as twenty-five miles; 
several thousand Nationalist prisoners were captured and Franco’s 


1 A.B.C. (Madrid), July 19, 1938, p. 1; and July 20, 1938, p. 2. 
2 The Times (London), July 18, 1938, p. 12. 
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communications endangered. The immediate success of the Ebro of- 
fensive brought joy to the hard-pressed government and people of the 
Republic and gloom and defeatism to Nationalist Spain. Although 
Nationalist reinforcements succeeded in stemming the Republican ad- 
vance by August 2, heavy fighting in the area continued for months 
and it was not until October 30 that Franco was able to mount an effec- 
tive counterattack — a counterattack which would wipe out his losses 
and eventually lead him to Barcelona.’ 

While Nationalists and Republicans struggled desperately along the 
Ebro, events occurred in Eastern Europe which indirectly influenced 
the course of events in Spain and played a significant role in deter- 
mining Franco's relations with the Third Reich. For the Republicans, 
the outbreak of war over the Czechoslovakian question offered the last 
hope of success. If only they could hold out until the situation in Eu- 
rope exploded, would not Germany and Italy be compelled to with- 
draw their support from Franco? Or would not England and France at 
last come to the aid of the tottering anti-Fascist Republic? The Anglo- 
French surrender at Munich, of course, dispelled Republican hopes, 
but it did not come about until Franco too had sensed what would prob- 
ably happen in the event of war between the Axis and the democratic 
powers. Nationalist officials were as alarmed over the prospects of a 
European war as Republicans were encouraged. Already there had 
been a temporary cessation of German deliveries of war supplies just 
at a time when the Nationalist armies were in need of all available 
support. Dr. Erich Heberlein, counselor of the German embassy, re- 
ported from San Sebastian the widespread belief that a war over 
Czechoslovakia would endanger “in the extreme” the victory of Franco. 


It is believed that Red Spain would immediately array herself on the side 
of France and her allies and possibly also confirm this stand by an open 
declaration of war against Germany. Red Spain could then expect extensive 
military support from France, Russia, and possibly England, whereby 
Franco’s military situation, which is not favorable now anyway, would soon 
become untenable. Moreover, Franco would then be more or less cut off 
from German and Italian help. In order to prevent a complete military 
defeat Franco might then be forced to make an unfavorable compromise 
with Red Spain... .° 


3 Thomas, pp. 544-553, gives a good account of the Ebro offensive and of its 
significance. 

4 German Documents, No. 665 (Director of Hisma to the Ambassador in Spain, 
Salamanca, Sept. 26, 1938), p. 748. 

5 Ibid., No. 657 (Embassy in Spain to the Foreign Ministry, San Sebastian, 
Sept. 12, 1938), p. 740. 
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In an attempt to guard against the feared French invasion, Franco sent 
ten thousand prisoners of war to work on fortifications along the 
Pyrenees and ten thousand more to strengthen the defenses between 
French and Spanish Morocco.* Additional troops were sent to Spanish 
Morocco and efforts were made to incite the Arab tribes against the 
French, but the Caudillo was aware that he was in no position to de- 
fend Morocco against a strong French attack; neither would it be easy 
for him to defend the unprotected border at Irtn.? 

If military defenses would not suffice to protect Nationalist Spain 
from invasion in the event of a general European war, then other 
means were necessary. Franco turned to the diplomatic front, and 
neither for the first nor the last time, showed his independence of his 
German and Italian allies. On September 26 the Caudillo spoke to the 
press: 

We are suffering too severely from war, and we know too well the horrors 
it entails to desire that other nations should suffer from them. We have no 


cause to mix ourselves in other peoples’ affairs. We desire to remain neutral. 
We have no wish to create difficulties for anyone.§ 


On the same day the Nationalist ambassador in Berlin informed the 
Wilhelmstrasse that of necessity the Spanish government must nego- 
tiate with the British and French concerning neutrality.° In Rome, 
Count Ciano, when informed of the decision, could only regard the 
matter as “Disgusting! Enough to make our dead in Spain turn in their 
graves .!° Reaction in Berlin was calmer, but several days later the 
Spanish ambassador was told that Franco’s handling of the neutrality 
question had left “somewhat of a nasty taste”.1! 


6 Ibid., No. 656 (Embassy in Spain to the Foreign Ministry, San Sebastian, 
Sept. 8, 1938), p. 739. 

7 Ibid., No. 665; and No. 668 (Consul at Tetudn to the Foreign Ministry, 
Tetuan, Sept. 28, 1938), p. 751. 

8 The Times (London), Sept. 28, 1938, p. 10. 

® U.S., Department of State, Documents on German Foreign Policy, 1918-1945. 
Series D (1937-1945), Il: Germany and Czechoslovakia, 1937-1939 (Washington, 
D. C., 1949), No. 622 (Minute by Under State Secretary for the Foreign Minister, 
Berlin, Sept. 16, 1938), pp. 950-951. See also Paul Schmidt, Hitler’s Interpreter, 
ed. R. H. C. Steed (New York, 1951), p. 89. During the Nazi party rally at 
Nuremberg in early September 1938 Schmidt translated much about the danger 
of war. The Spanish ambassador, he says, was openly fearful that in the event 
of war, France would join the Spanish Left and bring about the fall of the 
Franco regime. 

10 Ciano, Hidden Diary, p. 163. 

"' German Documents, No. 673 (Memorandum by the Under State Secretary, 
Berlin, Oct. 3, 1938), p. 757. 


SUCCESS FOR ,,MONTANA” 109 


While Franco’s declaration of neutrality angered his German and 
Italian allies, it won for him considerable good will in London and 
Paris. By early October it was evident to Ambassador Stohrer, follow- 
ing a conversation with Sir Robert Hodgson, that should Franco yield 
to the repeated Anglo-French urgings and agree to a compromise 
settlement with the Republic, England and France would be willing to 
permit such a compromise to be in reality a Franco victory, subject 
only to a few conditions.'? But to Nationalist authorities — though 
probably not to large numbers of the war-weary populace — no com- 
promise of any kind was acceptable. “Spain, with its Caudillo, is op- 
posed to the whole idea of mediation”, proclaimed El Adelanto; “the 
honor of the fatherland, its unity and its greatness, demand complete 
and absolute victory.” ‘8 Not until the Republic was beaten into un- 
conditional surrender could Spain have peace.‘ To win this peace — 
and to win it before new European crises could again endanger his 
position — Franco would once more turn to Berlin. But this time he 
would find the Nazi government skeptical of his protestations of 
friendship and of his promises to protect German interests; the time 
had come when he must satisfy, at least partially, German demands if 
German arms were to aid him in obtaining a final and unchallenged 
victory. 

Germany's Spanish venture was a costly enterprise. As early as 
March 31, 1938, the Wehrmacht itself had expended 338,000,000 RM 
on war matériel and personnel sent to Spain. Of this amount the Na- 
tionalist government had repaid only 45,000,000 RM, partly in foreign 
exchange and partly in shipments of ore. Realizing that “above a cer- 
tain amount, cancellation is no longer a sacrifice for the creditor but 
only a recognition of inability to pay”, the Economic Policy Depart- 
ment of the Foreign Ministry had suggested that all personnel charges 
be eliminated and that charges for matériel be substantially reduced. 
Nevertheless, argued the department, Nationalist Spain should still be 
called upon to pay 200,000,000 RM for Wehrmacht aid. Of this total, 
Spain should pay 100,000,000 RM through additional shipments of 
ores, while the peseta equivalent of the remaining 100,000,000 RM 
should be made available to Hisma for investment in Spanish mines. 


12 [bid., No. 672 (Ambassador in Spain to the State Secretary, San Sebastian, 


Oct. 2, 1938), p. 756. 

13 Fl Adelanto, Oct. 13, 1938, p. 1. 

14 Throughout late September and October the Nationalist press was filled 
with statements from high-ranking government and church officials denouncing 


any kind of compromise. 
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Pressure on Franco must be maintained, for “a lessening of the finan- 
cial pressure might endanger our supremacy in the economic field”. 

During the spring and early summer of 1938 no action was taken by 
the German government to force payment of the debt, and Franco 
made no move to satisfy his creditors. But in August the German 
Reich, showing increasing evidence of concern over its economic posi- 
tion in Spain, began to take steps to force the obstinate Caudillo to 
yield to German demands. These steps were not immediately success- 
ful. Early in August the German embassy demanded that Spain make 
available to Hisma an initial payment of 15,000,000 RM for use in 
mining investments; to this Jordana gave only the usual promise of 
“sympathetic and prompt consideration”.1* Yet on August 11 Bernhardt 
himself expressed optimism over the Montana project. Already, he in- 
formed Stohrer, he had succeeded in forming five mining companies; 
in four of these he wanted Hisma to acquire more than the authorized 
40 per cent of the shares, and, from conversations with officials in the 
Ministry of Industry and Commerce, he believed that the necessary 
exceptions would be granted.17 Nevertheless, two weeks later the 
director of Hisma was not so optimistic. He had tried repeatedly to 
gain an audience with Minister Suances who, though receiving many 
callers, professed to be ill and refused to receive him. Fernandez 
Cuevas, Under Secretary in the Ministry of Industry and Commerce, 
had talked to Bernhardt but had said nothing encouraging about the 
matter of Montana.18 

Despite these initial rebuffs, the makers of Germany’s economic 
policy in Spain enjoyed almost complete success in the autumn of 1938. 
The Czech crisis, the resultant cessation of German arms deliveries, 
and the continuing stiff resistance of Republican troops forced Franco 
to adopt a less unyielding attitude toward German demands. By the 
fall of 1938 these demands were no longer couched in terms of 
German-Spanish co-operation, but were instead delivered in terms of 
blunt warnings that future German deliveries of war matériel would 
depend solely on Spanish acceptance of German policies concerning 


15 German Documents, No. 577 (Memorandum by an Official of the Economic 
Policy Department, Berlin, April 30, 1938), pp. 648-651. 

16 Ibid., No. 643 (Ambassador in Spain to the Foreign Ministry, San Sebastidn, 
Aug. 4, 1938), p. 729. 

17 Ibid., No. 647 (Memorandum by the Ambassador in Spain, San Sebastian, 
Aug. 11, 1938), pp. 731-732. 

‘8 Ibid., No. 655 (Director of Hisma to the Ambassador in Spain, Salamanca, 
Aug. 27, 1938), pp. 737-738. 
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ore shipments and on the establishment of German-controlled mining 
companies. 

On September 30 Ambassador Stohrer reported Franco’s wish for 
the resumption of arms shipments, recently suspended because of the 
possibility of war over the Czech question."® Berlin received the re- 
quest with caution and hesitancy. Dr. Schwendemann, Head of Politi- 
cal Division IIIa (Spain and Portugal) of the Foreign Ministry, still 
believed that Germany's interest demanded a total Franco victory 
rather than any kind of compromise settlement of the war and urged 
that the Reich, in co-operation with Italy, “should therefore aim at a 
speedy and victorious ending of the Spanish Civil War as soon as 
possible.” But Schwendemann, the man who previously had warned 
against putting pressure on the Caudillo, now asserted that Germany 
could no longer comply unconditionally with Franco’s requests: 


We have given Franco spontaneous assistance often enough, and the dis- 
proportion between our services and Franco’s services in return, as well as 
the question of how this disproportion could be remedied in our favor, has 
therefore had to be weighed repeatedly. 

It therefore seems more nearly correct to consider the question of our 
further deliveries partly in connection with our desire to alter this dis- 
proportion in our favor. The first condition for further deliveries would be 
to demand that Franco acknowledge fully the deliveries made in the past.?° 


Two weeks later Ambassador Stohrer voiced similar sentiments. In 
reporting new Franco requests for war matériel, he suggested that 
“this time it might be advantageous, before granting the new demands 
by the Nationalist Spanish Government, to call attention emphatically 
to the extent of these sacrifices and to the balance in German-Spanish 
relations, which is constantly shifting more in our disfavor”! 

While the Wilhelmstrasse and the embassy in Spain debated the 
best means of winning compensation from Franco, Johannes Bernhardt 
was bringing the Montana project near success. Now grouped under 
the name Montana were five mining companies, with a total capital 
stock of 81,000,000 pesetas: Aralar, Compania Explotadora de Minas 
S. A., Tolosa, capital stock 25,000,000 pesetas; Cia, Minera Santa Tecla 
S. A., Vigo, capital stock 12,000,000 pesetas; Montes de Galicia, Com- 


19 Ibid., No. 671 (Ambassador in Spain to the Foreign Ministry, San Sebastian, 
Sept. 30, 1938), p. 753. 

20 Ibid., No. 674 (Memorandum by the Head of Political Division Ila, Berlin, 
Oct. 5, 1938), p. 758. 

21 Ibid., No. 679 (Ambassador in Spain to the Foreign Ministry, San Sebastian, 
Oct. 14, 1938), p. 767. 
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pania Explotadora de Minas S. A., Orense, capital stock 16,000,000 
pesetas; Sierra de Gredos, Compania Explotadora de Minas S. A., 
Salamanca, capital stock 8,000,000 pesetas; Montanas del Sur, Com- 
panta Explotadora de Minas S. A., Seville, capital stock 20,000,000 
pesetas.? In each of these companies, in accordance with the Spanish 
decree of June 7, 1938, 60 per cent of the shares ostensibly belonged 
to Spaniards while the remaining 40 per cent was in the hands of 
Hisma-Rowak. However, this was merely a temporary arrangement, 
for Bernhardt was already planning to acquire an additional 25 or 30 
per cent of the stock in each company in order to secure German con- 
trol. The remaining stock he planned to leave in the hands of Spaniards 
designated by the Franco government. Walther Funk, German Minis- 
ter of Economics, regarded the Montana project as vitally important 
and urged that further deliveries of war matériel be contingent upon 
Franco’s support of Bernhardt’s demands for greater German partici- 
pation in the mining companies: 


This definitive guaranty of predominant German influence in Spanish Na- 
tionalist ore deposits which are developed by the above-mentioned mining 
companies, including predominant capital participation in them, is an 
urgent necessity and will brook no further delay. 

In order to avoid further delays and to obtain the desired decision by 
the Council of Ministers immediately, I consider it necessary that favor- 
able’ consideration by Germany of Nationalist Spain’s large-scale requests 
for matériel be made dependent upon the prior guaranty of predominant 
German influence in the above-mentioned mining development companies.?3 


22 Ibid., No. 682 (Economics Minister to the Foreign Minister, Berlin, Oct. 18, 
1938), p. 769. Significantly, none of Bernhardt’s mining properties were located 
in the province of Vizcaya, the richest iron ore area in Spain. That they were not 
was apparently the result of a Spanish decree of September 3, 1938, which 
suspended the registration of mining property in Bilbao, the provincial capital. 
The decree was published in the Boletin Oficial del Estado, Sept. 5, 1938, p. 
1091. 

°3 German Documents, No. 682, p. 770. Funk was correct in speaking of 
“mining development companies”, for it would be erroneous to think that Hisma 
was acquiring well-established, currently-operating mines. In the previous Janu- 
ary, Jordana had expressed amazement at German interest in mining property 
which “first had to be developed and subsequently had only a very small output 
at the present moment”. See ibid., No. 508, p. 568. Apparently the Germans 
were acquiring these mines as a kind of insurance against the day when they 
would no longer be able to trade weapons for mineral ores. In 1946 Allied In- 
telligence officers estimated that the German government had spent $ 10,000,000 
in developing the mining property of Sofindus — the holding company into 
which Hisma was merged. See United Nations, Security Council, Report of the 
Sub-Committee on the Spanish Question (New York, 1946), p. 42. 
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In addition to the five companies established in Spain, Bernhardt had 
also formed in Tetuan, Spanish Morocco, the Compania Mauretania de 
Minas, with a capital stock of 10,000,000 pesetas. Because the decree of 
June 7 did not at present apply to Morocco, this enterprise was “100 
percent under the control of Rowak, that is, the German Reich”.24 But 
Bernhardt believed that the Burgos government was formulating new 
laws of a prohibitive or at least of a restrictive nature which would 
endanger the Compania Mauretania; he urged the Reich government 
to protest any such restrictions.” 

Franco was in no position to argue with his German allies. Of men 
he had more than enough, and thousands more could be called into 
the ranks at any time. His problem was lack of arms. To Lieutenant 
Colonel Baron von Funck, the military attaché of the German embassy, 
he explained that lack of arms prevented him from building up an 
army reserve; therefore, any large-scale Republican advance always 
forced him to stop his own offensive to meet the Republican threats. 
But until he could secure more arms, there was no reason for him to 
call more troops, so necessary if he was to end the war in the near 
future.?6 

After complaining of his armaments difficulties, the Caudillo asked 
the military attaché to transmit to Berlin his request for the immediate 
delivery of 50,000 rifles, 1,500 light and 500 heavy machine guns, and 
100 75-mm. guns. For Germany the delivery of the rifles and the 75- 
mm. guns posed no special difficulties, but the 2,000 machine guns 
constituted about a month’s production and would cause a serious de- 
lay in equipping the German army.2”7 Baron von Funck delivered 
Franco’s request for the weapons on October 19; not until November 7 
did the Wilhelmstrasse reply. On that date State Secretary Weizsacker 
sent to Franco, through the German embassy, a bill of 190,377,890.23 
RM for the Condor Legion and demanded that this debt be acknowl- 
edged immediately. He then gave to the embassy the decision of the 
Reich government in regard to further deliveries of war matériel to 
the armies of Nationalist Spain: 


Although it is by no means easy for us to relinquish the desired matériel, 


24 German Documents, No. 682, p. 770. ; 

23 [bid., No. 689 (Director of Hisma to the Ambassador in Spain, Salamanca, 
Nov. 2, 1938), p. 781. . 
26 Ibid., No. 685 (Memorandum by the Head of Political Division Ifa, Berlin, 
Oct. 20, 1938), pp. 775-776. 

27 Ibid., p. 776; and No. 686 (Memorandum by the Under State Secretary, 
Berlin, Oct. 22, 1938), pp. 777-778. 
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the Reich Government has decided after all to fulfill the wishes of the 
Spanish Generalissimo. 

However, we cannot agree to this new service to Nationalist Spain with- 
out reservation. Considering the extent of our deliveries thus far and our 
own present economic situation, we feel impelled to set conditions. 

Therefore, please inform Foreign Minister Jordana .. . that the requested 
war matériel will be made ready, but that for this new service, which is 
particularly difficult at the present moment, we have to impose conditions 
on Spain. 


In view of the constantly increasing debt, continued Weizsacker, the 
German government was asking Franco to acknowledge the expenses 
of all past deliveries of war matériel. This was now exclusively a mat- 
ter of the Condor Legion expenses, since the Nationalist government 
had already acknowledged, though not paid, most of its other debts. 
Weizsicker instructed Ambassador Stohrer to point out to the Caudillo 
that the bill “had been made out in a very accommodating fashion” 
since personnel expenses had not been included.** 

In addition to the acknowledgement of past deliveries, the National- 
ist government was asked to give a definite promise regarding mining 
rights. According to the decree of June 7 a decision of the Council of 
Ministers was necessary if foreign capital was to participate in mining 
companies to an extent greater than 40 per cent. Thus far no such deci- 
sion had been forthcoming; the Reich demanded that one be made 
immediately. Furthermore, Weizsiacker continued, Berlin had recently 
received reports that the Burgos government was considering im- 
posing restrictive measures on German mining rights in Spanish 
Morocco; Germany, the ambassador was instructed to inform the 
Foreign Minister, wanted no Nationalist decree to frustrate the inten- 
tions of Hisma in Morocco. Ores from Spain and Spanish Morocco 
were now an important element in the German economy; if Franco 
wished to continue receiving German aid he must place no obstacles in 
the way of the acquisition of these ores. To supply arms to Franco in- 
volved a great sacrifice; compensation was essential. 


Recognition of our participation in those mines has become all the more 
necessary, since our new deliveries of war matériel again involve a con- 
siderable burden on our own reserves in ores and other raw materials 
necessary for armament production, so that it is actually our duty toward 
our economy to secure an increased delivery of such ores, etc., from Spain. 


*8 Ibid., No. 691 (State Secretary to the Embassy in Spain, Berlin, Nov. 7, 
1938), pp. 784-785, 
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The State Secretary concluded his dispatch to Stohrer by saying that 
“although we might possibly agree, on account of the need for haste in 
this matter, to ship a small part of the desired war matériel even be- 
fore our counterdemands have been formally accepted, nevertheless 
delivery of the whole amount before we have been given the required 
promises is out of the question”.2° 

The German position was now in no doubt. It was presented to 
Foreign Minister Jordana and Generalissimo Franco by Ambassador 
Stohrer and Baron von Funck in conversations on November 10 and 11. 
The Spaniards voiced their gratitude that German deliveries would 
be resumed, and Franco promised that recognition of past deliveries 
was only a matter of formality. To German demands regarding mining 
rights, the Caudillo yielded. 


With regard to our mining interests he then explained at some length that 
he had the firm intention of orienting Spain’s commercial relations after 
the war toward the countries friendly to her, and particularly toward Ger- 
many; at the present time, however, this intention should not appear open- 
ly, since until the end of the war he had to take England into account. In 
the further course of the conversation, however, the Generalissimo promised 
that our demands for Montana would be granted — possibly by means of a 
secret decision by the Council of Ministers. 


The ambassador’s impression of the conversation was “not unfavor- 
able”, and he expressed his intention of following up the matter “very 
vigorously”. In order to strengthen his position, he suggested that the 
Berlin government dispatch immediately the first shipment of matériel. 
This shipment, however, should not be too large, and further ship- 
ments should be delayed “until matters have developed here according 
to our wishes”.3° 

No sooner had Franco given his hesitant, and doubtless reluctant, 
agreement to the German demands than Stohrer submitted detailed 
memoranda to Jordana explaining in full the nature of these demands. 
The ambassador reminded the Nationalist Foreign Minister of the 
mining companies established by Bernhardt and asked that the Burgos 
government permit transfer to the new companies of all German 
mining properties previously acquired by Hisma and declared invalid 
by the decree of October 9, 1937. Furthermore, “taking account of the 
fact that at the present time there is not sufficient capital for financing 


29 [bid., pp. 785-786. y 
30 Ibid., No. 692 (Ambassador in Spain to the Foreign Ministry, San Sebastian, 
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the above-mentioned five companies in the hands of trustworthy 
Spanish persons whose character would guarantee the successful 
German-Spanish work of reconstruction”, the ambassador requested 
that the Council of Ministers permit increases in the extent of German 
capital participation in the companies. In three of the companies 
Hisma requested that it be permitted to control 75 per cent of the 
shares and in one company 60 per cent. In the Minera Santa Tecla 
S. A. of Vigo, Bernhardt apparently had handpicked his Spanish 
partners, for he demanded no increase in German participation above 
the 40 per cent already acquired. In the case of the Compafia Maure- 
tania in Spanish Morocco, Hisma demanded formal assurances that its 
ownership of all shares would be guaranteed — assurances which the 
High Commissioner had recently refused to give.* 

The Nationalist government was not only to permit German partici- 
pation in the mines above the limit authorized by the June 7 decree; it 
was also to make available the necessary funds for the German invest- 
ments. The Burgos government was asked to turn over immediately 
to Bernhardt, “as the authorized trustee of the German Government’, 
the peseta equivalent of 15,000,000 RM to be used in financing Hisma’s 
investments. For this sum the Spanish government would be given a 
receipt, and eventually the amount would be deducted from the 
Spanish debt. In addition to making funds available for investments 
in the mines themselves, Spain was asked to advance the peseta 
equivalent of 5,000,000 RM for the importation of machinery for use 
in the mines. The decree of June 7 had prohibited the use of mining 
machinery manufactured in foreign countries, unless it was impossible 
to secure the machinery in Spain. The Germans argued, probably cor- 
rectly, that “the machines and equipment in question are either not 
being produced at all in liberated Spain or not being produced on short 
order”. Spain therefore was to advance the necessary funds for imports 
of German mining machinery; Germany would later repay this sum 
after ores of a corresponding value had been delivered to the Reich. 

On November 18, 1938, two years after the German Reich had ac- 
corded diplomatic recognition to the Burgos regime, Foreign Minister 
Jordana announced his government's capitulation to the German ally 
— an ally which had intervened in Spain allegedly for the sole purpose 
of defending the West against Bolshevism. The capitulation appeared 
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complete. The Spanish government, announced Jordana, had agreed 
to German capital participation in the Montana mining companies to 
the extent desired by Hisma. The Spanish government would permit 
the establishment in Morocco of the Compania Mauretania with 100 
per cent German capital. Likewise the government would permit the 
duty-free import of mining machinery valued at 5,000,000 RM and 
would accept the German proposals concerning payment. In conclu- 
sion the Foreign Minister declared that acknowledgement of the ex- 
penses of the Condor Legion was only a matter of formality. 

There could be no denying that the German Reich at last had won 
a decisive victory. For more than two years the Nationalist Caudillo 
had succeeded, through evasive promises and clever delaying actions, 
in avoiding extensive economic commitments to Hitler’s mineral- 
hungry Reich. But now military necessities had forced concessions. 
Now Johannes Bernhardt, once a bankrupt sugar broker in Hamburg, 
had laid the foundation for a mining complex which German officials 
hoped would insure for the Reich a permanent and valuable source of 
Spanish minerals. 

On November 17, 1938, one day before Jordana’s announcement 
that Nationalist Spain had yielded to German demands for mining 
concessions, El Adelanto proclaimed in bold headlines the end of the 
Battle of the Ebro.** After three months of fierce fighting and at a cost 
of nearly 40,000 casualties, the Nationalist armies had succeeded in 
winning back the area lost during the brief Republican offensive of 
late July.3> Now only the battered and demoralized remnants of a once 
great army remained between the Nationalist Caudillo and the long- 
sought prize of Barcelona. On December 23, after a delay of several 
weeks because of rain and the necessity of shifting troop units, Franco 
began his advance into Catalonia toward Barcelona — an advance 
which from the beginning had the appearance of a victory parade.** 
The speed with which the Catalan campaign was launched and the 
ease with which it was completed were largely the result of new ship- 


88 Ibid., No. 698 (Ambassador in Spain to the Foreign Ministry, San Sebastian, 
Nov. 19, 1938), pp. 795-796. 

34 El Adelanto, Nov. 17, 1938, p. 1. 

85 The Times (London), Nov. 19, 1938, p. 11. German observers estimated 
Nationalist losses at 33,000. Nationalists claimed that the Republicans lost 
75,000 men, but German observers thought this figure too high. See German 
Documents, No. 699 (Ambassador in Spain to the Foreign Ministry, Nov. 19, 
1938), p. 796. 
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ments of war matériel from Germany, which in turn were the direct 
result of Franco’s yielding to the German demands for mining con- 
cessions. One of the most recent historians of the Spanish Civil War 
has asserted: . 

This refurbishment of the Condor Legion and other supplies sent by Ger- 
many to Nationalist Spain was the most important act of foreign inter- 
yUNOUI 0} COURT] poTqeue I “IeAA [IAT ystuedg ey} Jo esnoo oy} UT VOSA 
a new offensive almost immediately, and so strike the Republic when they 
had exhausted their supplies. Had it not been for this aid ... a compromise 
peace, despite all Franco’s protestations, might have been inevitable.37 


Probably this estimate is somewhat exaggerated; it hardly seems pos- 
sible that at this late date the Republic alone could have forced the 
Nationalists to accept any kind of compromise. Yet it is certain that 
the new shipments of matériel enabled Franco to mount an energetic 
offensive which almost immediately overwhelmed his opponents and 
never seriously faltered until Nationalist troops entered Barcelona in 
January 1939 and occupied Madrid two months later. 

Shortly after the Nationalist concessions had been announced, and, 
significantly, after the successful launching of the Catalan campaign, 
the German Reich began advancing new demands, both of an econom- 
ic and a political nature. But the Spaniards were not to prove them- 
selves the most grateful recipients of German aid; once again Germany 
was to find her Spanish goals subject to considerable frustration. One 
writer has aptly described the situation: 


Hitler had won the first round of the struggle by capitalizing on the military 
necessities of the Franco armies, and by dangling the alluring bait of con- 
tinued assistance before the eyes of the insurgents in order to force them 
into agreements for which they had had no taste. As long as the military 
situation remained adverse there was little the Nationalists could do but 
swallow their pride and give in to German demands. But once the prize of 
victory was within reach the atmosphere changed, and the native Spanish 
skill for driving a bargain began to assert itself with increasing vigor.%8 


During the final months of the Civil War the German Reich busied it- 
self in seeking to secure more political and economic agreements. On 
January 14, 1939, Germany met with relatively little difficulty in in- 
ducing the Nationalists to sign an agreement for “Intellectual and 
Cultural Cooperation”, which, however, because of opposition by the 
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Vatican and by Spanish clericals, was never ratified by the Nationalist 
government.*® After numerous delays, Spain acceded to the Anti- 
Comintern Pact on March 27, 1989, but left for future negotiations “the 
form of the facilitation of cooperation between the proper authorities 
of the participating states”.4° Four days later Jordana and Stohrer sign- 
ed on behalf of their governments a treaty of friendship which pro- 
vided that in the event one of the governments became involved in 
“warlike complications” with a third power, the other would “avoid 
anything in the political, military, and economic fields that might be 
disadvantageous to its treaty partner or of advantage to its opponent”."! 
In 1940 Spanish and German interpretations of this treaty would prove 
to be far from identical. 

In the economic sphere, the German Reich already had won its 
major demands. In a memorandum of December 18, 1938, Ambassador 
Stohrer expressed satisfaction that the Spanish government had proved 
so co-operative in meeting German wishes. In Stohrer’s view there 
now remained only two important economic matters for which nego- 
tiations were necessary. First, the Reich must obtain a “further guaran-- 
ty of trade relations in the post-war period, ie., in particular, a long- 
term guaranty of our ore imports from Spain”. The best way to obtain 
this guaranty, the ambassador suggested, was to make an immediate 
and generous settlement of the debt problems. The second matter 
needing further negotiations was Germany's desire to participate in 
the economic reconstruction of devastated Spain. Stohrer urged that 
this participation take the form of industrial co-operation between 
Germany and Spain. The ambassador believed that both of these 
matters could be settled favorably for Germany.” 

On the day following the writing of this memorandum, the ambas- 
sador was given information which must have provided a slight jolt to 
his complacent optimism. Once again the Spaniards were asserting 
their independence. A note verbale presented to Stohrer by Foreign 
Minister Jordana on December 19 officially confirmed Spain’s acquies- 
cence in Hisma’s demands for increased participation in four mining 
39 German Documents, No. 716 (Agreement Between the German Reich and 
Spain for Intellectual and Cultural Cooperation, Burgos, Jan. 24, 1939), pp. 821- 
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companies, for full control over the Compaiiia Mauretania, and for the 
importation of German machinery to be paid for subsequently by ore 
deliveries. But on two matters the Nationalist. government was not yet 
ready to agree to German terms. As recently as November 18 Jordana 
had announced that acknowledgement of the expenses of the Condor 
Legion was only a matter of formality. Now, however, he declared that 
his government wished to examine the matter in “somewhat greater 
detail”. Furthermore, Nationalist Spain must examine in “somewhat 
greater detail” Germany’s request that recent deliveries of war maté- 
riel be paid for in exports of raw materials and in foreign exchange. 
If the Germans had expected that the Spaniards would now unques- 
tioningly accept German proposals, they must have felt considerable 
disappointment. 

During the early days of 1939 the makers of Germany's Spanish poli- 
cies devoted most of their energies to persuading the hesitant and re- 
luctant Spaniards to sign the Anti-Comintern Pact and the treaty of 
German-Spanish friendship. Nevertheless, economic problems contin- 
ued to claim some attention. At a conference in Berlin on January 9 
Ambassador Stohrer and Emil Wiehl, Director of the Economic Policy 
Department of the Foreign Ministry, discussed with the “bureaus 
concerned” means of safeguarding Germany’s economic interests in 
Spain in the postwar period. Immediate steps must be taken, they 
agreed, to compile a statement of the entire Spanish debt and to have 
the Spaniards acknowledge this debt. Furthermore, they must exact 
pledges from the Spanish government guaranteeing that the present 
large ore deliveries would continue after the end of the war and that 
Germany would have first option on the investments necessary for 
Spanish reconstruction. Stohrer suggested that a Spanish delegation be 
invited to Berlin for a discussion of all questions relating to the debt 
and to future commercial relations.44 

During January the German government apparently made no at- 
tempt to conduct economic negotiations with the Nationalist regime. 
But near the end of the month the Wilhelmstrasse did receive a re- 
assuring report on the Spanish attitude from Baron von Richthofen of 


the Condor Legion. Richthofen told of a recent conversation with the 
Caudillo. 


‘3 Ibid., No. 703 (Spanish Foreign Ministry to the Embassy in Spain, Burgos, 
Dec. 19, 1938), pp. 808-809. 

“4 Ibid., No. 710 (Memorandum by the Director of the Economic Policy Depart- 
ment, Berlin, Jan. 10, 1939, p. 816. 
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With reference to the future policy of Nationalist Spain, Franco stressed 
that the fear evidently existing in Germany that he would turn to France 
and England after the victory was entirely unfounded. He would not think 
of doing so, since England and France had antiquated political and eco- 
nomic convictions and were declining powers whose methods were not 
suited to a rising Spain. Germany could supply him with everything he 
needed and could receive raw materials and food in return. 

Concerning Italy, Franco expressed himself rather unfavorably. Italy’s 
industry was no better than Spain’s. In exports Spain and Italy were rivals 
throughout the world, since they had the same export products. 


Dr. Schwendemann of the Wilhelmstrasse regarded Franco’s state- 
ments “quite noteworthy” and apparently accepted them at face 
value. Perhaps in January 1939 Schwendemann’s view was valid, 
though it seems doubtful that even at this date Franco really could 
have expected to be able to effect a reconstruction of Spain by relying 
solely on German assistance. But whatever the Caudillo’s views now, 
Berlin was soon to learn that the ruler of Spain was an astute oppor- 
tunist who could easily adapt himself to changing circumstances. 

The Nationalist occupation of Barcelona on January 26 and the de 
jure recognition of Franco by Britain and France on February 2746 — 
a step soon followed by nearly all other countries — brought the 
Caudillo to a new era in his relations with outside powers. The signifi- 
cance of this development was not lost on the German Foreign Minis- 
try. Schwendemann recalled the protocol of July 12, 1937, by which 
Spain had promised to conclude her first general trade agreement with 
Germany unless “special reasons” made it necessary for her to nego- 
tiate previously with a third country. Perhaps Schwendemann did not 
fully trust Franco’s conception of “special reasons”, for on March 11 
he urged his superiors to take the initiative and secure with Spain a 
commercial treaty “so that other countries cannot anticipate us”.‘7 

Voicing similar sentiments, and at the same time, was Stohrer in San 
Sebastian. In a letter to Emil Wiehl of the Economic Policy Depart- 
ment, the ambassador urged that Germany initiate commercial nego- 
tiations with Spain. But, he added, before these negotiations could 
begin, Germany herself must reach a decision on the possible reduc- 
tion of the Spanish debt and on the future of Hisma-Rowak. Stohrer 
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felt that a reduction of the debt would, in the long run, be beneficial to 
Germany, but he reported learning from Bernhardt that Goering was 
angry because the possibility of a reduction was being discussed with- 
out his opinion having been asked. “I shall decide the question myself 
at the proper time”, the Nazi Field Marshal was said to have remark- 
ed. Concerning the future of Hisma-Rowak, the ambassador was cer- 
tain that Spain would demand an end to Bernhardt’s monopoly on 
trade and would insist on the conclusion of a new clearing agreement 
providing for normal trade practices. Bernhardt was going to Berlin 
to report on the matter and had been ordered to make his report 
“dispassionate and objective and not personal, as was unfortunately 
often the case with him”.‘8 

German fears that Spain would turn to other countries were at least 
partially substantiated by Antonio Suances, Minister of Industry and 
Commerce, in a conversation with Stohrer in Bilbao on March 14. 
Suances began the conversation by describing the losses suffered by 
the Spanish economy during the Civil War and then spoke of Spain’s 
requirements after the war. Despite Stohrer’s objections, the Spanish 
minister expressed his belief that Spain would have to approach foreign 
countries “on a very wide range” in order to secure needed credits and 
foreign exchange. He was certain, he continued, that Britain, France, 
and probably the United States would offer on credit extensive deliveries 
of goods needed by Spain. Nevertheless, Suances told the ambassador, 
Spain, “not only from a feeling of gratitude but also for considerations 
of political expediency”, wanted to learn what Germany and Italy, 
“the powers friendly to us”, could deliver and to what extent they were 
willing and able to aid in Spanish reconstruction. The minister desired 
to prevent foreign competition in Spain and insisted that he would, of 
course, give priority to German and Italian interests, although eco- 
nomic co-operation with the latter was going to be difficult. Perhaps 
also somewhat disturbing to Stohrer was Suances’ statement that Spain 
planned to establish her own industries for producing nitrogen, syn- 
thetic methane, certain types of automobiles, simple machinery, certain 
chemical and pharmaceutical supplies, and petroleum products.‘ 
Should Spain succeed in developing her own industries, the possibili- 
ties of German-Spanish trade would be further reduced. 
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Turning to the matter of Hisma, the Minister of Industry and Com- 
merce said exactly what Stohrer expected. During the Civil War 
Hisma had performed valuable service, but now the time had come 
when Hisma must be replaced by an organization permitting once 
more the development of German-Spanish trade through private 
channels. In concluding the conversation Suances indicated a willing- 
ness to begin negotiations in principle on the questions of the Spanish 
debt, future trade relations, and German participation in Spanish re- 
construction, but he argued that the time had not yet come for a dis- 
cussion of “any sort of particulars, detailed industrialization plans, 
etc.”. Stohrer, in his report to the Wilhelmstrasse, supported the 
Spaniard’s views and urged that general negotiations take place in the 
near future.*° 

The views of Suances and Stohrer were given a cool reception in 
Berlin. For unexplained reasons the Economics Ministry expressed 
fear that if negotiations were limited to principles, the present satis- 
factory German-Spanish trade might suffer a change for the worse. 
The ministry, therefore, suggested “dilatory treatment” of the matter 
of beginning negotiations.* Unable to understand the reason for this 
attitude and doubting the wisdom of it, Stohrer nevertheless agreed 
to “dilatory treatment”. But, he warned, “if we refuse to resume con- 
tact, this involves the danger that Spain, urged by other countries, in 
particular France and England, will begin comprehensive negotiations 
— which could be inconvenient for us under certain circumstances.” *2 

In Spain, meanwhile, the military operations were rapidly drawing 
to a close. With German deliveries of war matériel once more entering 
Spanish harbors, the Nationalist armies enjoyed an overwhelming 
superiority in planes, tanks, and artillery, and found little difficulty in 
defeating the shattered and demoralized Republican forces. On 
January 26, “amid scenes of great enthusiasm’, the Nationalist banner 
was planted in Barcelona’s Plaza de Catalufia.** Franco could now 
concentrate his full strength on Madrid. Republican Prime Minister 
Juan Negrin sought to rally the defenders of the besieged capital by 
assuring them that in France awaiting shipment were 600 airplanes, 
10,000 machine guns, and 500 pieces of artillery. His efforts were to no 
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avail.54 Colonel Segismundo Casado assumed control of the city and, 
after crushing a Communist uprising, attempted to negotiate with the 
advancing Nationalist forces. But the Caudillo would accept only un- 
conditional surrender. On March 28, encountering ‘no resistance, Na- 
tionalist troops entered the city and found it already decorated with 
the Nationalist colors and largely under control of the rapidly emerg- 
ing Fifth Column.®> On April 1, 1939, Franco proclaimed the end of 
the Spanish Civil War and on the following day received a telegram 
from the new pope, Pius XII, expressing gratitude for the victory of 
Catholic Spain.** 

The swiftness of the Republican collapse seems to have come as a 
surprise to the German government. As late as March 18 Emil Wiehl 
was writing that the Economics Ministry felt there was no hurry in 
beginning economic negotiations with Nationalist Spain “for the rea- 
son that considerable time will probably still elapse before the Civil 
War is ended.” 57 Yet, scarcely a week later, virtually all fighting had 
stopped, and by March 31 Generalissimo Franco held undisputed 
sway over all Spain. On March 30 Sir Maurice Peterson, the newly 
appointed British ambassador, entered Spain and was soon working 
with his French colleague, Marshal Henri Philippe Pétain, to counter 
Axis influence.®* The German Reich, which by now had expended 
nearly 500,000,000 RM on behalf of the Caudillo, found itself with no 
kind of agreement concerning the payment of this debt and with no 
guarantee regarding future German-Spanish trade relations.®® True, 
54 Colonel Segismundo Casado, The Last Days of Madrid: The End of the 
Second Spanish Republic, trans. Rupert Croft-Cooke (London, 1939), p. 111. 
55 The Times (London), March 29, 1939, p. 16. 

56 A.B.C. (Madrid), April 2, 1939, p. 1; and April 3, 1939, p. 1. 

57 German Documents, No. 759 (Director of the Economic Policy Department 
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Germany's economic position at present was excellent. The mining 
properties acquired by Hisma in November, though largely undevel- 
oped, seemed to assure for the Reich a future source of needed raw 
materials. These mines, along with several recently acquired compa- 
nies concerned with hides, wool, skins, resin products, agricultural 
products, and fish were grouped within a big holding company, 
Sociedad Financiera Industrial, Ltda. (Sofindus), which by July would 
represent a total capital investment of about 25,000,000 RM.*° German- 
Spanish trade, too, was at present satisfactory. During 1938 the Reich, 
according to official figures, imported from Spain goods totaling in 
value 92,400,000 RM and exported to Spain goods, exclusive of war 
matériel, valued at 78,300,000 RM.®! In the first half of 1939 exports to 
Spain totaled 40,600,000 RM, and imports reached a value of 73,600, 
000 RM.® Yet, despite these impressive gains, German economic 
penetration had not been deep enough to control Spain’s economic or 
foreign trade policies. And as the Germans must have realized, the 
situation existing in the spring of 1939 — and the situation which would 
exist thereafter — was far less favorable for the achievement of German 
economic goals than had been the situation in November 1938 when 
Franco's military necessities had worked to Germany’s advantage. 
Johannes Bernhardt and Eberhard von Stohrer would continue to issue 
demands and would continue to register gains, but the day was past 
when German threats to withdraw support could compel the National- 
ist government to comply with German wishes. Had German diplo- 
mats and party officials in November 1938 demanded definite agree- 
ments concerning the debt and binding commitments concerning 
future trade, perhaps Franco would have been forced to yield. Had 
they devoted as much energy during the last three months of the war 
to cementing economic relations as they did to insisting that a reluc- 
tant Spain adhere to the virtually meaningless Anti-Comintern Pact, 
perhaps they could still have gained considerable success. But with 
the final conquest of Madrid and the consolidation of Nationalist 
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control, the Caudillo found it within his power to exercise a far greater 
degree of freedom. The Spain over which he ruled and which he and 
his lieutenants proclaimed to be una, grande, libre, was weak and 
devastated; but it was both politically and economitally independent. 
Much to the annoyance of the German Reich, Francisco Franco, a man 
who had been and would continue to be spoken of as a puppet of 
Hitler, proved eager and able to maintain this independence. 

Five months of uneasy peace elapsed between the Nationalist 
triumph and the German invasion of Poland. During this period Ger- 
man officials, hampered by quarrels among themselves, sought to se- 
cure further economic commitments from Spain.** The Spaniards, 
however, resorting to their usual tactics, met German proposals with 
smiles and evasion. By the time World War II began in September the 
German Reich had learned that Nationalist Spain could be trusted 
neither as a military nor an economic ally. 

Berlin had failed to take full advantage of the opportunities offered 
by the Civil War to effect economic gains. It was not until early April, 
after Franco’s capture of Madrid, that Foreign Minister Ribbentrop 
authorized the sending of a delegation to Spain for economic negotia- 
tions. Designated to head the delegation was Dr. Helmut Wohlthat of 
the Economics Ministry. A key figure of Goering’s Four Year Plan, 
Wohlthat had recently concluded a favorable commercial treaty with 
Romania. Accompanying Wohithat would be Hermann Sabath of the 
Economic Policy Department of the Wilhelmstrasse, Friedrich Bethke 
of the Economics Ministry and a director of Rowak, and Dr. Koenning 
of the Finance Ministry. To the delegation Ribbentrop himself issued 
general instructions which, unless the Nazi Foreign Minister possessed 
a far more generous spirit than is usually assumed, would seem to in- 
dicate that he was fully aware of the Reich’s weakened bargaining 
position. “The Spaniards”, he decreed, “are to be treated chivalrously 


6§ The quarrels among Germans in the spring of 1939 were another phase of 
the old quarrels between Nazis and professional diplomats of the Wilhelmstrasse. 
During the latter part of the Civil War the career diplomat Stohrer had apparent- 
ly worked in harmony with Bernhardt. However, when Bernhardt, with the 
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visit to Spain, Stohrer became angry and proclaimed that this was a diplomatic 
matter which must be handled by the embassy. The Wilhelmstrasse supported 
Stohrer; Ribbentrop rebuked Goering for circumventing diplomatic channels and 
ordered Bernhardt to leave all diplomatic matters to the embassy. Stohrer also 
quarrelled with the representatives in Madrid of Goebbels’ Ministry of Propa- 
ganda. For the correspondence concerning these quarrels, See German Docu- 
ments, pp. 900 ff. 
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and are not to be given the feeling that we are demanding payment for 
the shedding of German blood.” Furthermore, in the matter of the 
Spanish debt, “personnel expenditures may be mentioned to the 
Spaniards, but compensation for them is not to be demanded”.*4 

The Foreign Minister’s surprisingly generous attitude toward Spain 
received the wholehearted endorsement of Ambassador Stohrer. In a 
memorandum dated April 14 the ambassador pointed out that in recent 
months the Franco government had been extremely cooperative with 
the Reich — in the November agreement concerning Montana, in 
signing the treaty of friendship, and in adhering to the Anti-Comintern 
Pact. Thus far, wrote the German envoy, “we have had our way for 
the most part, even down to details”. Now the Reich must observe 
caution and moderation and refrain from making extensive demands. 
The result is that the Spanish Government, with some justification, is at the 
present time doubtless under the impression that it has been especially 
cooperative with us recently ... and that it has made very special con- 
cessions to us. I do not believe it wise to bend the bow too far and to 
exert too much pressure in the questions still pending. ... The Spanish 
character being what it is, we should thereby probably achieve only the 
opposite. 
The ambassador was not advocating that the Reich forebear seeking to 
advance its economic interests, but he did suggest that “in the matter 
of further requests to be made of Spain the tempo be slackened for a 
while”. He urged that the German negotiators who would come to 
Spain agree to a debt settlement “most convenient” for Spain and that 
they stress amicable co-operation in Germany's participation in Span- 
ish reconstruction. Such an attitude, he felt, would be far more effec- 
tive than would extensive demands; also it would prevent Spain’s 
turning to England and France at the expense of the Reich.® 

Although Wohlthat had planned to begin negotiations in late April,®° 
it was not until June 9 that he and his delegation left Germany.” The 
primary cause of the long delay seems to have been Wohlthat's desire 
to confer with Goering before beginning negotiations,** and Goering’s 
absence from Germany throughout much of April and May made such 
a conference impossible. The Nazi Field Marshal had journeyed to 


64 Tbid., No. 784 (Memorandum by an Official of the Economic Policy Depart- 
ment, Berlin, April 6, 1939), p. 895. 

85 Ibid., No. 786 (Memorandum by the Ambassador in Spain, San Sebastian, 
April 14, 1939), pp. 896-900. 

86 Tbid., No. 784, p. 895. 

67 New York Times, June 10, 1939, p. 10. 

68 German Documents, No. 784, p. 895. 
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Rome in mid-April for a meeting with Mussolini and Ciano; he then 
lingered for weeks in San Remo and on board the Husscaran in the 
Mediterranean waiting in vain for an invitation to visit Franco. 

After conferences on June 12 and 13 with embassy officials in San 
Sebastian, the German delegation left on June 14 for Burgos, still the 
seat of the Spanish government, and with Nationalist officials began 
negotiations which would last until early July. “Common to all the 
visits”, Wohlthat later reported, “was the expression of the desire for 
mutual cooperation and the repeatedly stressed gratitude which Spain 
feels for the military accomplishments of the German volunteers and 
the additional support provided by Germany.” Certainly Spanish Na- 
tionalists were grateful for German military support, but the further 
course of negotiations revealed that “the desire for mutual coopera- 
tion” was subject to considerable reserve. Antonio Suances, Minister 
of Industry and Commerce, again demanded an end of the Hisma- 
Rowak monopoly; the unanimous slogan of the Spaniards was “nor- 
malization” of trade and payments. In regard to the war debt, Suances 
assured the German delegates that Spain would fulfill her obligations. 
Nevertheless, Wohlthat reported, Suances objected “to the idea of 
making new investments in Spain with the proceeds of German claims 
... Since he evidently feared that German interests might pervade the 
Spanish economy to too great an extent”. Obviously the Spanish minis- 
ter was fully aware that German interest in Spanish reconstruction was 
not wholly altruistic. The statements made by Suances showed clearly 
that Nationalist Spain had no intention of becoming an economic satel- 
lite of the German Reich. Doubtless even more disconcerting to the 
German negotiators was a remark made by the head of the Spanish 
delegation, General Abilio Barbero Saldafia, Chief of the Supply 
Service of the Spanish Army: 

General Barbero took the position that Spain’s war debt to Germany 
should be determined before the start of the conference on commercial 
and economic questions. Insofar as Spain had acknowledged the debt, she 
would fulfill her obligations “to the last céntimo”. Of course, the counter- 
claims arising from Spanish services would also have to be taken into con- 


sideration; he assumed that in this settlement Spain would probably 
remain. the debtor.7° 


Other Spanish delegates adopted a more moderate attitude toward 


6° Goering’s proposed visit to Franco was widely publicized. See for example 
The Times (London), May 10, 1939, p. 16; May 12, 1939, p. 15; and May 15, 
1939, p. 12. 
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the questions of the debt and commercial relations. Yet it was General 
Barbero who most correctly anticipated the position to be adopted by 
Spain during World War II. The day would come when the F alange’s 
Blue Division would serve the dual purpose of permitting the Caudillo 
to proclaim a “crusade against Bolshevism” while at the same time 
allowing him to dispatch to Berlin a bill for Spanish services which 
virtually liquidated the Civil War debt.7! 

The German-Spanish negotiations of June 1939 accomplished no- 
thing. Various proposals concerning trade relations were advanced by 
the Germans, but the Spaniards remained noncommittal.?2 The Ger- 
mans themselves had not yet reached a decision regarding the debt 
and thus were in no position to press the matter. Perhaps the continued 
disorganization of the Spanish government was a factor in the incon- 
clusive nature of the negotiations. But more important was the fact 
that the Spanish government, desperately in need of financial assist- 
ance, was already turning to the democratic powers. Hardly had the 
Civil War ended than Spanish authorities began negotiations for a loan 
of & 20,000,000 from a syndicate of Dutch, French, and Swiss banks.” 
Early in the summer a representative of the British Board of Trade 
began preliminary negotiations with the Nationalist government. 
These negotiations produced no immediate results but paved the way 
for the War Trade Agreements signed in March 1940.4 By mid- 
summer of 1939 Spain was negotiating with the United States and by 
early August had secured credit of $ 13,750,000 for the purchase of 
cotton needed by the depressed Catalan textile industry.” Clearly, 
Spain, though naturally grateful for German help and though many of 
her leaders were openly sympathetic with Nazi ideology, did not pro- 
pose to bind herself irrevocably within the German economic orbit. 
The already well-entrenched German grip would not be easily broken, 
but eventually the fortunes of war, determined Anglo-American diplo- 
macy, and the astute opportunism of the Spanish Caudillo would com- 
bine to negate all gains obtained in Spain by the German Reich 
through intervention in the Spanish Civil War. 


71 W.N. Medlicott, “Economic Warfare”, Survey of International Affairs, 1939- 
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Toynbee (London, 1956), p. 93. See also Emmet John Hughes, Report From 
Spain (New York, 1947), p. 244. 
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On May 22, 1939, in colorful ceremonies in Leon, the Caudillo of Spain 
bade farewell to the Condor Legion and exchanged words of friend- 
ship with Baron von Richthofen.t Within a few weeks virtually all 
German and Italian “volunteers” had returned to their own countries to 
be hailed by their rulers as champions of the West against Bolshevism.? 
The end of the Civil War and the repatriation of Axis “volunteers” did 
not, however, mean that Spain would cease to claim the attention of 
the world or that she could return once more to the position of semi- 
isolation which had been hers for so many years. An American edi- 
torialist wrote of Spain’s new position: 


For reasons of their own the strangers depart from her ravaged coasts; but 
even if their influence were also withdrawn, Spain is not left to herself. 
She belongs to Europe as never before in her recent history. She has 
become part — a disputed and still uncertain part — of a greater battle- 


field.3 


On September 1, 1939, just over three years and one month after the 
first German Junkers flew to Morocco to aid Franco in transporting his 
Moors and Legionnaires to Spain, Hitler’s armored divisions crossed 
the Polish frontier and pushed toward Warsaw. Two days later Great 
Britain and France honored their commitments to the doomed Poles 
and declared war on the German Reich. World War II had begun. 
Caught in the midst of the warring powers was Franco Spain, exhaust- 
ed and devastated and in no position to exercise her “will to Empire”, 
but very much in a position to help or hinder the war efforts of the 


1 El Adelanto, May 23, 1939, p. 1. 

2 On June 6, 14,000 veterans of the Condor Legion paraded before Hitler in 
Berlin. An account of these ceremonies is found in F rankfurter Zeitung, June 7, 
1939, pp. 1-2. Serrano Sufier accompanied the major contingent of Italian volun- 
teers to Naples where they were received by Ciano. See Galeazzo Ciano, Diario, 
I (Milan, 1946), pp. 112-113. 

3 New York Times, May 31, 1939, p. 22. 


CONCLUSION 131 


Reich or of the Allied powers. To the detriment of Hitler’s ambitions, 
the Spanish Caudillo proved adept at maintaining his realistic sense of 
expediency. 

Shocked by the Nazi-Soviet Pact, adhering to his earlier dictum to 
shun international adventures, and ruling a nation too physically ex- 
hausted to fight, Generalissimo Franco greeted the outbreak of World 
War II with a declaration of neutrality. In the economic sphere his 
neutrality was certainly stricter than Hitler and Goering had envisaged 
and perhaps even stricter than he himself had planned. During the 
first year of war the British blockade virtually ended German-Spanish 
commercial relations.® Yet, it was not the British blockade alone which 
gave Berlin cause for alarm. The Spanish government itself, which 
owed so much to Goering’s Condor Legion and to Thoma’s tanks, fail- 
ed to give to the Reich the economic co-operation which Germany’s 
role in the Civil War had seemingly assured. On December 22, 1939, 
after prolonged negotiations, again directed for Germany by Helmut 
Wohlthat, the Spanish government joined the Reich in expressing a 
desire for an expansion of trade relations. But further than that, Spain 
refused to commit herself. She could not, her negotiators insisted, ex- 
port to Germany those goods which she herself needed. Neither could 
she export to Germany those goods which must be shipped to other 
countries in order to obtain foreign exchange. On the lingering ques- 
tion of the Civil War debt, the Spanish attitude was no more satisfac- 
tory. The Madrid government indicated its willingness “to examine” 
German claims for compensation, but pointed out the difficulty of pay- 
ing the debt while the country was engaged in reconstruction.’ To 
make matters worse, while Germany was being administered rebuffs, 
England and even France were concluding successful negotiations 
with Franco. Despite German efforts to prevent it, a Franco-Spanish 
commercial treaty was signed in January 1940, which provided for the 
exchange of Spanish oranges, iron ore, pyrites, mercury, lead, and zinc 
for French wheat, phosphates, and automobiles.’ Of much greater 
significance than the Franco-Spanish treaty were a series of agree- 


4 The Times (London), Sept. 6, 1939, p. 5. 

5 W.N. Medlicott, The Economic Blockade (“History of the Second World 
War: United Kingdom Civil Series”), I (London, 1952), p. 56. 

6 U.S., Department of State, Documents on German Foreign Policy, 1918-1945. 
Series D (1937-1945). VIII: The War Years: September 4, 1939-March 18, 1940 
(Washington, D. C., 1954), No. 482 (Protocol signed at Madrid on Dec. 22, 1939), 
pp. 568-569. See also editors’ note, p. 569. 

7 New York Times, Jan. 14, 1940, p. 1. 
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ments signed by Sir Maurice Peterson and Foreign Minister Juan 
Beigbeder on March 18, 1940, Taking advantage of Spain’s desperate 
need for petroleum and wheat, England advanced to Franco a loan of 
£ 2,000,000 to be used in obtaining needed products from within the 
sterling area and in return secured an expansion of her imports of 
Spanish pyrites and iron ore.6 To an American correspondent in 
Madrid, this agreement seemed to mark the completion of Spain's 
swing away from the Axis trade orbit.® 

The American correspondent was overly optimistic. By the early 
summer of 1940 France was crushed, German troops were on the 
Pyrenees, and the way was opened for a renewal of German-Spanish 
trade. While the collapse of France facilitated the overland shipment 
of Spanish goods to Germany, Britain, now left to face the Nazi armies 
alone, found her imports from Spain seriously threatened by the ac- 
tions of German submarines." Still Franco did not cast his lot with the 
Reich; Spanish pyrites, potash, and iron ore continued to be exported 
to hard-pressed Britain.11 Not only did the Caudillo fail to join Italy in 
entering the war at a time when Germany seemed the certain victor, 
but, while repeatedly demanding German armaments and wheat, he 
continued to evade the question of a debt settlement. On September 
28, 1940, a disgruntled Fuehrer complained to Ciano of the difficulties 
of securing economic co-operation from Franco Spain: 


Economically Germany had given out many millions for Spain. He [Hitler] 
had taken the position at the time that the payment of this debt should be 
left alone during the [civil] war, but that it would have to be taken up 
again after the victory of Franco. When now the Germans demand the 
payment of the 400 million debt incurred during the Spanish Civil War, 
this is often interpreted by the Spanish as a tactless confusing of economic 
and idealistic considerations, and as a German, one feels toward the Spanish 
almost like a Jew, who wants to make business out of the holiest possession 
of mankind. Therefore in all agreements with the Spanish one must, to 
begin with, clearly stipulate the terms, and if Germany is to furnish grain, 
the question of compensation must be settled now.12 

8 For the text of the major Anglo-Spanish agreements see Great Britain, Parlia- 
mentary Papers, XII (Accounts and Papers, Vol. VII), Cmd. 6229, March 18, 
1940, “Trade and Payments Agreement Between the Government of the United 
Kingdom and the Spanish Government”, p. 589; and ibid., XII, Cmd. 6230, 
March 18, 1940, “Loan Agreement Between the Government of the United King- 
dom and the Spanish Government”, p. 629. 

® New York Times, March 19, 1940, p. 5. 

10 Hughes, p. 242. 
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The Madrid government remained unco-operative even when Ger- 
many — in a typical gesture of Nazi generosity — offered to reduce the 
Civil War debt, now admitted by the Spaniards themselves to total 
378,000,000 RM, provided that British and French mining properties 
in Spain and Spanish Morocco were transferred to German ownership. 
This offer Spain refused to accept and at the same time rejected Nazi 
protests concerning her continuing trade with England." 

On October 23, 1940, only a few days after the Spanish government 
rejected Germany's proposals for a debt settlement, Berlin was forced 
to admit that Franco would make no military contribution to the defeat 
of stubborn England. On October 23 and 24 Hitler and Ribbentrop 
met at Hendaye with Franco and Serrano Sufier. At last the Nazi 
Fuehrer had met face to face a man over whom his persuasive oratory 
could not prevail. After listening quietly to the usual Hitler monologue, 
the Spanish Chief of State, in a “monotonous sing-song [voice] remi- 
niscent of the muezzin calling the faithful to prayer”, advanced new 
demands for armaments and food, disputed Hitler’s claims that Eng- 
land was already beaten, and, in effect, refused to join Hitler and 
Mussolini in a coalition against embattled Britain. Upon leaving 
Hendaye, Ribbentrop could do no more than curse the “ ‘Jesuit’ Sufier 
and the ‘ungrateful coward’ Franco — who owes us everything and 
now won't join in with us”.'4 To Ciano, Hitler later reported of his 
meeting with Franco that “rather than go through it again the Fuehrer 
would prefer to have three or four teeth taken out”. 

The rebuffs suffered by German efforts to draw Spain into a closer 
economic partnership and to induce Franco to enter the war on the 
side of the Axis did not mean an end of German influence in Spain. 
Neither did they mean that Franco had committed himself to the cause 
of England. They did, however, serve as a clear warning to Berlin that 
Spain would preserve her own independence of action and that the 
Caudillo had not forsaken his old policy of caution, opportunism, and 
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expediency. Throughout World War II, Spain would be the scene of a 
major economic battle between the Reich and the Allies — a battle in 
which the Reich claimed the initial advantage but which by 1942 was 
being won by the astute diplomatic and economic ‘policies of England 
and the United States.1* According to testimony by Johannes Bern- 
hardt, whose Sofindus organization controlled large mining and in- 
dustrial properties and continued virtually to monopolize German- 
Spanish trade, the Reich imported from Spain during 1940-1944 goods 
valued at 693,000,000 gold pesetas and exported to Spain merchandise 
worth 450,000,000 gold pesetas.!7 During this same period, in return for 
petroleum and wheat, England acquired all of her potash, much of her 
pyrites, and 42 per cent of her iron ore requirements from Spain.’® In 
the critical matter of wolfram — a mineral containing tungsten which 
German munitions plants desperately needed and which the Allies 
were determined they should not obtain — the crafty Spaniards per- 
mitted competitive bidding which resulted in the raising of the price 
from $200 per ton in prewar years to $20,000 per ton in 1943.1 When 
the Germans found themselves unable to secure sufficient sums to com- 
pete in the wolfram trade and requested credit, the Madrid govern- 


16 Carlton J. H. Hayes, American ambassador in Madrid from 1942 to 1945, 
gives a good account of Allied economic diplomacy in Spain in his Wartime 
Mission in Spain, 1942-1945 (New York, 1945). Also interesting is the account 
of the British ambassador, Sir Samuel Hoare, Ambassador on Special Mission 
(London, 1946). 

17 Feis, p. 23. Following his quarrel with Stohrer in the spring of 1939, Bern- 
hardt was called to Berlin; early in 1940 he returned to Spain but was ordered 
by Goering to refrain from political activity. See German Documents, VIII, No. 
604 (Ambassador in Spain to the Foreign Ministry, Madrid, Feb. 10, 1940), pp. 
759-760; No. 616 (Ambassador in Spain to the Foreign Ministry, Madrid, Feb. 17, 
1940), p. 777; and No. 679 (Memorandum by an Official of the Prussian State 
Ministry, Karinhall, March 16, 1940), pp. 927-930. In 1946 U. S. Intelligence 
officers estimated German holdings in Spain at $ 95,000,000. Of this, $ 80,000,000 
were invested in Spanish industry; Sofindus controlled assets valued at 
$ 35,000,000. See United Nations, Report of the Sub-Committee on the Spanish 
Question, p. 32. Bernhardt was questioned extensively after the war. Though 
there was some speculation that he would be forced to return to Germany, he 
succeeded in remaining in Spain. See New York Times, Feb. 14, 1946, p. 15. 

‘8 Ernest K. Lindley and Edward Weintal, “How We Dealt with Spain: Ameri- 
can Diplomacy at Madrid, 1940-1944”, Harper’s Magazine, CXC (Dec. 1944), 
p. 28. To write this article the authors were given access to diplomatic corre- 
spondence and “other hitherto unpublished information from authoritative 
sources”, 

*® David Gordon, “How We Blockaded Germany”, Harper’s Magazine, CXC 
(Dec. 1944), p. 20. Not only did the price of wolfram rise, but also the produc- 
tion. In prewar years Spain produced about 250 tons yearly; in 1943 she pro- 
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ment, much to the annoyance of the Allies, promptly advanced credit 
of 100,000,000 RM as partial payment of the Civil War debt. The 
Spanish regime then nullified this favor by presenting Germany with 
a claim of 220,000,000 RM as payment for the Blue Division and for 
Spanish labor in Germany. Similtaneously it forced the Reich to de- 
liver more than 150,000,000 RM worth of machinery, armaments, 
cereals, and pharmaceutical supplies. 

Despite desperate German efforts to continue the economic struggle 
in Spain, the Allies by early 1944 could justly claim the victory. The 
Anglo-German economic conflict which had raged in Spain since 1936 
had finally ended. That its results were far different from those which 
the Reich expected can be ascribed partly to determined Anglo- 
American diplomacy and partly to the realistic sense of expediency 
possessed by Spain’s wily Chief of State. A hostile critic of the Franco 
regime has given an accurate appraisal of Spanish economic policy 
during both the Civil War and World War II: 


It is apparent, first of all, that the Franco regime’s economic policy did not 
operate simply as an arm or instrument of German policy; on the contrary, 
it struck out and pursued its own independent course, in frequent conflict 
with German interests and objectives. German economic penetration into 
Spain’s economy unquestionably assumed enormous proportions, but this 
penetration could not automatically dictate Spain’s foreign trade policy, 
any more than could the vast British holdings of decades’ standing in the 
Bilbao area or in the Rio Tinto mines. Throughout Franco Spain’s economic 
dealings, the simple standard of expediency and self-interest was the final 
ideal.21 


A study of the available records concerning German economic policy 
in Spain during the Civil War leads to the conclusion that, despite his 
ever-increasing debt to the Reich and constant heavy pressure from 
Berlin, Generalissimo Franco largely succeeded in preserving his own 
freedom of action. The Spanish Civil War had begun on July 17, 1936, 
when anti-Republican officers in Spanish Morocco had rallied their 
troops to the standard of revolt. In the following few days military 
garrisons throughout Spain rose in rebellion. By early August German 
Junkers were ferrying across the Straits the Moors and Legionnaires 
who were to form the central core of the Nationalist armies. Proclaim- 
ing his determination to save Western civilization from the menace of 


20 Medlicott, “Economic Warfare”, p. 93; and Hughes, p. 244. 
21 Hughes, p. 249. 
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Bolshevism, the German Fuehrer had decreed intervention in Spain on 
behalf of the Insurgent forces. Behind the facade of anti-communism, 
however, there were other more selfish reasons for Germany's partici- 
pation in the Spanish struggle. Among these was a desire to bring 
Spain’s mineral resources to the aid of the Reich’s armaments program. 

Germany’s intervention in Spain resulted from the urgings of Nazi 
leaders and against the feeble protests of the Wilhelmstrasse and the 
General Staff. Likewise, German policy in Spain was party policy, 
tempered only occasionally by more cautious counsel. The man to 
whom the party entrusted the fulfillment of its economic goals in 
Spain was Johannes Bernhardt, a merchant and ardent Nazi who for 
several years had resided in Tetuén. Ably supported by the Auslands- 
organisation and by Hermann Goering, to whom he was directly re- 
sponsible, Bernhardt established two semi-official trading companies, 
Compania Hispano-Marroqui de Transportes (Hisma) and Rohstoffe- 
und-Waren-Einkaufsgesellschaft (Rowak), and was granted a monop- 
oly of German-Spanish trade. Taking advantage of Franco's desperate 
need for arms and munitions, Bernhardt overrode Spanish resentment 
and English opposition and succeeded in gaining for German arma- 
ments industries thousands of tons of raw materials. But total success 
was elusive. Franco issued decrees severely restricting German efforts 
to gain mining properties; British capitalists refused to surrender their 
traditional position in Spain’s economic life; and despite German in- 
sistence, Nationalist officials successfully avoided discussions of 
Spain’s growing debt to the Reich. Not until the fall of 1938 did the 
Burgos government, still faced with stiff Republican opposition and 
fearful that a European war would result in French intervention in 
Spain, yield to Bernhardt’s Montana demands — that is, German 
ownership of five Spanish mining companies — as the price for ob- 
taining additional German war matériel. No sooner had new German 
supplies permitted the Nationalists to launch their successful Catalan 
campaign, however, than Franco once more asserted his independence 
of German control. As the Nationalist legions completed the last stages 
of their conquest, German Nazis were forced to admit that the day was 
past when directives from Berlin could compel the Caudillo to follow 
economic policies favorable to the Reich. 

Despite the very limited success of Germany’s economic efforts in 
Spain, the masters of the Third Reich had ample reasons for believing 
that in the event of a European war Franco Spain would prove a val- 
uable economic ally even if she did not give full military support to 
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the Axis. The fulfillment of the Montana demands, the large volume of 
German-Spanish trade, and the Spanish debt totaling nearly 400,000, 
000 RM all seemed to justify this confidence. But German Nazis did 
not reckon with the Caudillo’s shrewd sense of realism. Debts of grati- 
tude and debts of reichsmarks were not sufficient to make Spain an 
economic satellite of the German Reich. During the Civil War 
Franco’s economic policies had been shaped for the sole purpose of 
serving the interests of Spain. Unfortunately for the German Reich, the 
same consideration governed Spanish economic policy following the 
Nationalist victory. By late 1943 when the interests of Spain and the 
interests of Germany no longer coincided, German Nazis were forced 
to admit that their Spanish ambitions had met with failure. The rulers 
of the Third Reich could echo Ribbentrop and speak of the “coward 
Franco — who owes us everything and now won't join with us”; or, 
with more accuracy, they could reluctantly admit that the ability of the 
Spanish Caudillo to follow the path of expediency and opportunism 
more than equaled that of their own Fuehrer. 
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OKW (1938-45), 94 

Kindelan y Duany, Colonel (later 
General) Alfredo, organizer of His- 
ma, 19 fn; chief of Nationalist air 
force, 21 

Klingenberg, Herr, Hisma official, 72 

Koenning, Dr., official in Finance 
Ministry, 126 

Koerner, Herr, official of Four Year 
Plan, 25, 44 

Kohn, Willi, SS officer, 70 

Koniev, Marshal Ivan S., 23 fn 

Kroger, Hans, delegate in Spain of 
Propaganda Ministry, 70 

Krupp industries, 18 


La Coruna, 88 

Lammers, Dr. Hans, Chief of Reich 
Chancellery, 36 

Langenheim, Adolf P., early associate 
of Bernhardt, 12, 13, 14 

Las Palmas, 12 

Lead, Spanish production of, 17; 
mines of Melilla, 72, French pur- 
chase of, 131 

Leeds, 18 

Leipzig, attack on, 53 

Leén, 130 

Likus, Rudolf, head of Dienstelle 
Ribbentrop, 33 fn 

Lisbon, 20, 21 

Locarno Pact, 18 

London, 12, 16, 24, 32, 34, 39, 40, 
57, 59, 60, 75, 79, 80, 94 

Lorraine, 17 

Loveday, Arthur F., 76-77 

Lufthansa, 12, 19 fn 

Luftwaffe, 16, 67 


McFadyean, Sir Andrew, commercial 
director of Rio Tinto, 39 

Mackensen, Hans Georg von, State 
Secretary in Foreign Ministry (1937- 
38), 60 

Madariaga y Rojo, Salvador de, 52, 
67 
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Madrid, 11, 20, 23, 27, 28, 32, 38, 
53, 61, 66, 71, 118, 121, 122, 125, 
126, 131, 132; defense of, 26; Na- 
tionalist capture of, 123-124 

Magowan, J. M., official in British 
embassy in Berlin, 40-41, 57 

Malaga, 11, 36 

Manchester, 18 

Manchuria, interest in of Goering, 81 

Mander, Geoffrey Le Mesurier, Eng- 
lish MP (L), 42 

Manganese, Spanish production of, 
17; Italian imports of, 80 

Marseilles, 12 

Mediterranean Sea, 15, 16, 33, 93 

Melilla, 38, 72 

Mercury, Spanish production of, 17; 
state control of, 35; French pur- 
chase of, 131 

Meserschmitt, Willy, German aircraft 
manufacturer, 21-22 

Mettallsgesellschaft, 18, 41 

Mexico, 23 

Miaja Menant, General José, Com- 
mander-in-Chief of Loyalist forces, 
66 

Military operations, Nationalist rising, 
11-12; transport of troops to Spain, 
19 fn; foreign participation, 23 fn, 
32, 36; failure to take Madrid, 26, 
28, 53; fall of Malaga, 36; of Bil- 
bao, 53, 56; Brunete offensive, 61; 
Nationalist position, Jan. 1938, 88; 
Nationalist Aragon offensive, 93; 
Catalan campaign, 93, 117; Repub- 
lican Ebro offensive, 106-107; fall 
of Madrid, 123-124 

Minerals, Spanish, deposits of, 17; 
German interest in, 17-18; state 
control of, 34-35; British interest 
in, 37-45, 88-89; shipments to Ger- 
many of, 37-42, 46, 67, 72, 88-89; 
French interest in, 45; as payment 
for German aid, 55, 58, 64, 84, 
103, 109-110, 114, 116; exportation 
from Bilbao of, 59-60; Hitler speaks 
of, 65; Oct. 1937 decree, 71-72; 
Republican expropriation of, 75; as 
payment for Italian aid, 80; Ger- 
man demands for, 87, 103, 112; 
June 1938 law, 97-102 

Miranda, Augusto, Spanish arms 
dealer, 43-44 


Mola y Vidal, General Emilio, early 
Nationalist military leader, 12, 32 

Molybdenum, Spanish, German in- 
terest in, 18 fn 

Montana project,*72, 73, 74, 81, 87, 
90, 96, 101-105, 110-112, 115, 117, 
136 

Montafias del Sur, Compafia Explo- 
tadora de Minas, 112, 116 

Montes de Galicia, Compafiia Explo- 
tadora de Minas, 111-112, 116 

Moors, 11, 12, 19, 36 

Morocco, French, 108 

Morocco, Spanish, rising in, 11, 35; 
Bernhardt and Langenheim in, 12- 
14; mineral wealth of, 17; German 
concessions in, 18-19, 38, 64, 72, 
113-114, 116-117; Italian conces- 
sions in, 18; British interest in, 37; 
French interest in, 80; exports from, 
88; defenses strengthened, 108 

Moscow, 32, 124 fn 

Munich, 28, 107 

Murcia, mines expropriated in, 75 

Mussolini, Benito, 18, 31, 33, 36, 67, 
128 


Naples, 130 fn 

Negrin Lépez, Juan, Republican 
Prime Minister (1937-39), 123 

Netherlands, The, see Holland 

Neurath, Constantin, Baron von, Ger- 
man Foreign Minister (1932-38), 
LIP 25" 265274205408 64 

News Chronicle, 38, 79 

New York, 82 

New York Times, 62, 95 

Non-Intervention Committee, 32-33, 
52-53, 57 

Norway, 83 

Nuremberg, 15, 16, 71, 108 fn 


Orconera Iron Ore Company, 76 
Orense, 112 


Paris, 12, 16, 24, 60, 95 

Pamplona, 11 

Pasch, Wilhelm, Hisma official, 72, 
18 

Paul-Boncour, Joseph, 94 

Pétain, Marshal Henri Philippe, 
French ambassador to Spain, 124 
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Peterson, Sir Maurice, British ambas- 
sador to Spain, 124; signs trade 
agreements, 132 

Piracy, 41-42 

Pius XII, Pope, 124 

Poland, 82, 126, 130 

Port Talbot, Wales, 41 

Portugal, 20, 27 

Posse, Herr, State Secretary in Eco- 
nomics Ministry, 25 

Pyrites, Spanish production of, 17; 
state control of, 35; French inter- 
est in, 45; Italian imports of, 80; 
Anglo-German competition for, 81, 
88; German imports of, 88; French 
purchase of, 131; British imports 
of, 132; 134 


Queipo de Llano y Sera, General 
Gonzalo, Nationalist general in An- 
dalusia, 59, 86 


Raeder, Admiral Erich, Commander- 
in-Chief of German Navy, opposes 
intervention, 15 

Ramos de la Sota, Secretary of Bas- 
que Delegation in U.S., 47 fn 

Reich Airplane Industry Association, 
20 

Reisegesellschaft Union, 20 fn 

Requetés, 28, 36, 37 

Ribbentrop, Joachim von, German 
Foreign Minister (1938-45), 14, 60, 
126-127, 133 

Richthofen, Colonel (later General) 
Wolfram, Chief of Staff (1937-38), 
Commander (1938-39) of Condor 
Legion, 26, 120-121, 130 

Riff mines, 17, 38, 72 

Rio Tinto copper, Nationalist hand- 
ling of, 37-41, 65, 76; British pro- 
tests concerning, 57 

Ritter, Dr. Karl, director of Economic 
Policy Department of Foreign Min- 
istry, 44, 54-57 

Rohstoffe-und-Waren-Einkaufsgesell- 
schaft, see Hisma-Rowak 

Rojo Lluch, General Vicente, Repub- 
lican military leader, 106 

Romania, 126 

Romanones, Count de, Spanish Liber- 
al politician, 71 fn 

Rome, 27, 29, 32, 95, 108 
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Rowak, see Hisma-Rowak 
Ruhr, 28 


Sabath, Hermann Friedrich, official 
in Economic Policy Department, 
126 

Sagunto, 106 

Saint-Jean-de-Luz, 38 

Salamanca, 27, 28, 29, 31, 32, 35, 
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Salazar de Oliveira, Antonio, aid in 
transporting German supplies to 
Franco, 20 

Sangroniz y Castro, José Antonio, 
Nationalist chef de cabinet, 61, 78 
fn, 85, 90 

San Remo, 128 

San Sebastian, 11, 83, 86, 98, 121 

Santander, 61, 88 

Santander-Mediterraneo Railway, 76 

Schacht, H. G. Hjalmar, 48 

Scheele, General Alexander von, mili- 
tary head of Hisma, 20 fn, 21, 22 

Schmidt, Dr. Paul, Director of Press 
Department of Foreign Ministry, 
108 fn 

Schwendemann, Dr. Karl, head of 
Political Division IIa, memoran- 
dum by, 91-92; urges quick victory, 
111; favors commercial treaty, 121 

Seeley, Sir Hugh, English MP (L), 
58 

Serrano Sufer, Ramoén, 69, 106, 130 
fel3s 

Serrat, Francisco, Nationalist Secre- 
tary of Foreign Relations, 31 

Seville, 11, 12, 21, 25, 28, 32, 38, 
59, 66, 86, 112 

Sierra de Gredos, Compania Explo- 
tadora de Minas, 112, 116 

Sociedad Anénima Financiera Nacio- 
nal Italiana (Safni), 80 

Sociedad Financiera Industrial, Ltda., 
see Sofindus 

Sofia, 124 fn 

Sofindus, 18, 19, 112 fn, 125, 134 

South America, 20, 28 

Southwest Africa, 28 

Soviet Union, aid to Republic, 18 fn, 
20 fn, 23, 52, 95-96; tanks and 
aircraft defend Madrid, 26, 32; 
Spanish gold exports to, 57 

Sperrle, General Hugo von, Com- 


mander of Condor Legion (1936- 
37), 26, 70 

Standard Oil Company, 45 

Stanley, Oliver, President of Board of 
Trade, 58 

Stohrer, Eberhard von, named am- 
bassador to Spain, 70-71; discusses 
concessions with Franco, 74-75, 
89-91; ordered to protect German 
interests, 81, 84-85; urges concilia- 
tion of Franco, 83, 127; talks with 
Suances, 90-91; with Franco, 97; 
opposes June 1938 mining law, 97- 
100; on compromise peace, 109; re- 
ports request for aid, 111; presents 
demands, 115; signs treaty with 
Spain, i119; urges industrial coop- 
eration, 119, 127; urges debt nego- 
tiations, 121, 123, 125; warns of 
Britain and France, 123; quarrels 
with Bernhardt, 126 fn 

Studebaker Corporation, 45 

Stuttgart, 12, 19 fn 

Suances y Fernandez, Juan Antonio, 
Minister of Industry and Commer- 
ce, 90; talks with Stohrer, 90-91; 
refuses to see Bernhardt, 110; 
speaks on post-war policies, 122; 
on Hisma, 123, 128 

Sweden, 17, 57, 83 

Switzerland, 82, 129 


Tetudn, 11, 12, 19 fn, 22, 113, 136 

Texas Company, 45 

Tharsis Sulphur and Copper Mines, 
Sih, 76 

Thoma, Colonel (later General) Wil- 
helm von, German armor com- 
mander in Spain, 18 fn, 61, 93 

Thompson, Geoffrey, British chargé 
in Spain, 78 fn 

Times (London), 38, 62, 93-94, 96, 
102 

Tolosa, 111 

Traditionalists, 53; see Requetés 

Tungsten, Spanish production of, 17; 
state control of, 35; competition 
for, 134 

Unamuno Jugo, Miguel de, 32 


United States, 17, 45, 82, 86, 129, 
134 

Valencia, 106 

Vanadium, Spanish, German interest 
in, 18 fn . 

Vatican, 119 

Versailles, Treaty of, 18 

Vienna, 67 

Vigo, 88, 111, 116 

Vinaroz, 93 

Vizcaya, 88, 112 fn 

Voelckers, Hans Hermann, German 
chargé in Spain (1936), 11, 28 


Wales, 41, 57 

Warsaw, 130 

Washington, D.C., 37, 95 

Weizsacker, Ernst von, Director of 
Political Department of Foreign 
Ministry (1936-38), State Secretary 
(1938-43), 15, 33 fn, 39-40, 113, 
HS ass 

Welczeck, Count Johannes, German 
ambassador in Paris (1936-39), 23 
fn, 60 


Wiehl, Emil Karl Josef, Director of 
Economic Policy Department of 
Foreign Ministry (1937), 120, 121, 
124 

Wilberg, General Hellmuth, head of 
Special Staff “W”, 66 

Wilmer Brothers export company, 13 

Wohlthat, Dr. Helmut, official in Eco- 
nomics Ministry, 126, 127, 128, 
131 

Wolfram, Allied-German competition 
for, 134 

Wucher, Dr. Theodore, Ministerial- 
direktor in Finance Ministry, 36, 
57, 63 

Wirzburg, Bavaria, 65 


Yugoslavia, 82 
Zinc, Spanish production of, 17; state 


control of, 35; French purchase of, 
131 
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